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DITTO HELPS 
“DELIVER THE 
GOODS” 





Profitable peacetime operations stem from prompt delivery of 
goods—things accomplished—costs curtailed! Supreme in the 
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MANUFACTURING 


Order and Billing Systems 

Production Order Systems 

Purchase Order Systems 

Payroll Systems, Accounting Reports 

Sal 's Bulletins, Price Book 
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field of business systems, Ditto’s One-Writing Method has proved 
itself the easier—quicker— more economical way to get things 
done in every line of business. 


Without mats— without stencils—Ditto streamlines procedures 
of the most complex nature—takes routine office copying in stride 
— provides copies of anything written, typed or drawn in 1 to 8 
colors—assures photographic accuracy. Master sheets—on paper 
stock—are so inherently flexible that all, or any part, of data may 
be used (or added to) whenever, wherever needed. 


Call or write today for 
more facts about Ditto. 
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DATES AHEAD 


All dates are listed as scheduled at time 
of publication of this issue. Subsequent 
changes may be made. 


Meeting Dates of Controls 


January, 1946 


January 1—Chattanooga 

January 3—Philadelphia, Quad-Cities 

January 8—Boston, Buffalo, Cincinnati, 
Cleveland, Twin-Cities 

January 9—Baltimore, Bridgeport, 
Hartford, Western Michigan 

January 10—Birmingham, Dayton, New 
York City, Toledo 

January 14—Kansas City 

January 15—Milwaukee, New Orleans, 
Springfield, Syracuse 

January 17—Los Angeles, San Francisco 

January 18—Portland 

January 21—Pittsburgh 

January 22—Atlanta, Chicago, District 
of Columbia, St. Louis 

January 23—Indianapolis, Rochester 

January 25—Dallas-Houston (Joint 
Meeting at Dallas) 

January 29—Detroit 

January 30—Louisville 


- January 31—Seattle 


February 


February 5—Chattanooga, Twin Cities 

February 6—Bridgeport, Western Mich- 
igan 

February 7—Birmingham, Philadelphia, 
Quad-Cities 

February 11—Kansas City 

February 12—Boston, Buffalo, Cincin- 
nati, Cleveland, Milwaukee 

February 13—Baltimore, New York 
City 

February 14—Dayton, Hartford, Toledo 

February 15—Portland 

February 18—Pittsburgh 

February 19—New Orleans, Springfield, 
Syracuse 

February 21—Los Angeles, San Fran- 
cisco 

February 26—Atlanta, Chicago, Dallas, 
Detroit, District of Columbia, Hous- 
ton, St. Louis 

February 27—Indianapolis, 
Rochester 

February 28—Seattle 


Louisville, 


Note: The Dallas and Houston Con- 
trols will conduct a joint meeting on Jan- 
uary 25, to be held in Dallas. 
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e @ When you are asked to recommend an accounting course, the educational background 
of the International Accountants Society, Inc., will give you complete confidence. The 
° five men composing our Executive Educational Committee are responsible for IAS 
e educational policies and activities. The sixteen Certified Public Accountants composing 
a the IAS Faculty prepare text material, give consultation service, or grade exami- 
° nation papers. Some give full time, others part time, to [AS work. Our Advisory Board 
consists of forty outstanding Certified Public Accountants, business executives, attor- 
af neys, and educators, who counsel with the [AS Management, on request, about tech- 
e nical accounting, educational, and business matters. 

e The uniformly high caliber of these men is eloquent testimony to the quality of 
e IAS training. 
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JOHN T. MADDEN President, International Accountants Society, Inc.; Dean, School of Commerce, Accounts and Finance, New York 
C.P.A., B.C.S., M.A., Sc. D. University; Former President, American Association of University Instructors in Accounting; Former President, 
American Association of Collegiate Schools of Business. 
DEXTER $. KIMBALL Chairman, Board of Directors, International Accountants Society, Inc.; Dean Emeritus, C ollege of Engineering, 
Cornell University; Former President, American Society of Mechanical Engineers; author of “Cost Finding,’ 
"Industrial Economics,” and other textbooks. 
LEE GALLOWAY Vice-Chairman, Board of Directors, International Accountants Society, Inc.; Former Chairman, Board of Directors, 
D. The Ronald Press Company; Former Director, Department of Management, New York University; author of 
“Office Management” and other textbooks. 
GEORGE P. ELLIS Practicing Certified Public Accountant; Member of Faculty, International Accountants Society, Inc.; Former 
C.P.A. President, Illinois Chamber of Commerce; Former President; American Society of Certified Public Accountants; 
Former President, Executives Club of Chicago. 
STEPHEN GILMAN Vice-President and Educational Director, International Accountants Society, Inc.; author of ' Accounting Concepts 
B.Sc., C.P.A. of Profit,’ ‘Anal: yyzing Financial Statements,’ “Principles of Accounting,” “What the Figures Mean,” and 
articles on accounting and allied subjects, 


FACULTY 


Stanley E. Beatty, C. P. A. Stephen Gilman, C. P. A. Frank H. Murray, C.P. A. J. G. Terry, C. P. A. 
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numerous technica 











Additional information about this training will be sent to you in booklet form, on request. 


INTERNATIONAL ACCOUNTANTS SOCIETY, rc. 
A Correspondence School Since 1903 


209 WEST JACKSON BOULEVARD 





CHICAGO 6, ILLINOTIS 
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: Introducing This Month’s Authors 


Reversing the traditional advice of one 
H. Greeley, Esq., Dr. Bowen (’’Out- 
look for Federal Taxation,” page 8), 
went East. Born in Spokane, Washington, 
and educated at the State College of 
Washington, from which he holds the 
degrees of B.A. and M.A., Dr. Bowen's 
first major eastward trek brought him to 
the University of 
Iowa where he 
completed his 
studies for the 
degree of Ph.D. 
Eastward once 
again, he next 
arrived in Eng- 
land, where he 
studied at the 
London School 
of Economics, 
and at Cam- 
bridge Univer- 
sity, as a post- 
doctoral fellow of the Social Science Re- 
search Council. 

From London to New York, where he 
is now active as economist of Irving Trust 
Company, is a relatively short distance 
compared to the route which Dr. Bowen 
traversed. From 1933 to 1942, he was 
back again at the University of Iowa, 
serving as a member of the faculty. From 
1942 until late in 1945, in Washington, 
D. C., he served with the federal gov- 
ernment, first as chief of the Business 
Structure Unit ih the Department of Com- 
merce, and then as chief economist of 
the Joint Congressional Committee on In- 
ternal Revenue Taxation. 

An enthusiastic appreciator of modern 
symphonic music as well as an active ten- 
nis and golf player, Dr. Bowen admits 
that, since coming to New York, his lei- 
sure activities have been largely subordi- 
nated to the more prosaic tasks of ‘“‘beat- 
ing the game” in a desperate housing 
situation and adjusting to big-city life. 

Such facts should ably refute the oc- 
casionally heard charges of hard-headed 
souls who say that economists have no 
contact with the realities of existence! 


Harris & Ewing 





DR. BOWEN 


Currently 
treasurer of J. N. 
Adam and Com- 
pany, Buffalo, 
Mr. Thomas L. 
Evans (‘‘Unem- 
ployed Work- 
ers: A Problem 
That Needs 
Realistic Study,” 
page 28), has 
had long and 
intimate experi- 
ence with the 


Bachrach 








MR. EVANS 








problems of unemployment and _ public 
relief. He is, at present, chairman of 
the Committee on Social Security of the 
Controllers Institute of America, and 
brings to his work in that field a prac- 
tical knowledge of the many implications 
and influences which he observed when 
he was assistant administrator and control- 
ler of the Pennsylvania State Emergency 
Board for a period of time during the 
past decade. 

An active member of the Control- 
lers Institute of America since March 
1937, and holder of its certificate num- 
ber 913, Mr. Evans, held the position of 
controller of N. Snellenburg and Com- 
pany, in Philadelphia, until he moved to 
Buffalo a few years ago. While in Phila- 
delphia he served as president of the 
Philadelphia Control of The Institute. 


The _ Pacific- 
northwest has, 
in addition to 
Dr. Bowen, a 
second repre- 
sentative in this 
issue, in the per- 
son of Mr. Aus- 
tin F. Flegel, 
Jr. (What 
Management Ex- 
pects of the 
Controller,’’ 
page 34), who 
has been for 
years past, a member of the legal firm of 
Reynolds, Flegel and Smith in Portland, 
Oregon. He is now a senior partner of 
the successor firm of Flegel, Vosburg, 
Joss and Hedlund. In addition, he has 
been directly connected with many large 
corporations and activities in Portland, 
being a native Oregonian and a graduate 
of Willamette University. 





MR. FLEGEL 


Conway 


Dr. Lewis H. 
Haney (‘The 
Best Annual Re- 
port for ‘Our 
Company,’ ”’ 
page 15) is pro- 
fessor of eco- 
nomics in the 
Graduate School 
of Business Ad- 
ministration at 
New York Uni- 
versity. In addi- 
tion, he writes a 
daily syndicated column for the Hearst 
newspapers, and acts as economic con- 
sultant for the National Association of 
Purchasing Agents and the National As- 
sociation of Manufacturers. 





DR. HANEY 


In 1921 he established the New York 
University Bureau of Business Research 
and served as director until its termina- 
tion in 1932. Immediately preceding this, 
he was chief of the Cost of Marketing 
Division of the U. S. Department of Ag- 
riculture. During World War I, he 
served on the Economic Advisory Board 
of the Federal Trade Commission. 

Among the best known of his books 
are: ‘‘History of Economic Thought,” 
“Business Forecasting,’ ‘Economics in a 
Nutshell,’ and, the most recent of them, 
“Value of Distribution.” 

Dr. Haney, who received his B.A. and 
M.A. degrees from Dartmouth, and his 
Ph.D. from the University of Wisconsin, 
is clearly not of the “ivory-tower” group 
of economists. His hobbies, both “‘out- 
door” and “indoor,” include not only sail- 
ing, horse-back riding and tennis but also 
the specialized hobby of cabinet-making, 
which is quite in keeping with the pre- 
cise role of the practical economist who 
must blend the varying grains and patterns 
of economic theory and every-day occur- 
rences. 


On leave of absence from the Univer- 
sity of Minnesota since January, 1943, 
Dr. Emerson P. Schmidt (“Guaranteed 
Wages: An Eco- 
nomic Analy- 
sis,” .page 23), 
is director of 
the Economic 
Research De- 
partment of the 
Chamber of 
Commerce of 
the United 
States. In this 
connection he 
has published a 
series of fifteen 
bulletins under 
the general title “Post-War  Readjust- 
ments.” 

Dr. Schmidt holds degrees from North 
Central College, the University of To- 
ronto, and the University of Minnesota. 

He has written numerous books, in- 
cluding “Industrial Relations in Urban 
Transportation,” ‘Man and _ Society,” 
“Public Utility Economics,” “Leading Ju- 
dicial Decisions in Public Utility Regula- 
tion,” “Employment Stabilization Experi- 
ence Manual,” “Old Age Security,” and 
“Taxation in Minnesota” (with Roy B. 
Blakey et al.). 

Dr. Schmidt is a member of the Edi- 
torial Council of the “Journal of Land 
and Public Utility Economics,” and is 
editor of “American Economic Security.” 
He is also a member of the Advisory 
Committee on Economics to the Commit- 
tee on International Economic Policy, 
Carnegie Endowment for International 
Peace. 


DR. SCHMIDT 


—PAUL HAASE 
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How big is a “drop in the bucket”? 





T FIRST GLANCE, the 

item of printed forms 

in the over-all cost of 

your product or service 

seems to be “a drop in 
the bucket.” 

But take another look. 
How does that “drop” in- 
fluence the cost and eff- 
ciency of performing 
every function in your 
business? 

You don’t have to guess at the answer. There is 
a practical, proved technique of analyzing your 
business forms systems. It shows up any unneces- 
sary paperwork costs. And, more important, our 
case histories of many leading companies show that 
it frequently resolves a problem of control and un- 
necessary costs into five or six figure annual savings. 

Savings in all the “drops in the bucket” im- 





wriffig, handling, using forms. 


ost of all activities controlled 
by systems and records. 











prove your product... your service... your dealer 
and customer relations. Why not start with this 
“drop” and investigate your paperwork costs today. 

You'll find that Standard’s Kant-Slip continuous 
forms are designed to effect maximum economy in 
writing, handling, using and filing records — 
through paperwork simplification—and to improve 
control. 

Ask the Standard representative to show you 
actual case histories that will point out how your 
business can benefit from similar paperwork sim- 
plification savings. 





THE STANDARD REGISTER COMPANY 


Manufacturer of Record Systems of Control for Business and Industry 


DAYTON, 


1, OHIO 


Pacific Coast: Sunset McKee-Standard Register Sales Co., Oakland, California. Canada: R. L. Crain, Limited, Ottawa. London: W. H. Smith & Son, Ltd. 
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Leditortal Comment 


Hopeful Welcome to 1946 


ONTROLLERS are extending a warm and hope- 

ful welcome to 1946, on the theory that it cannot 
be more burdensome than the years that immediately 
preceded it, and that it will probably be moving to- 
ward more stable conditions than have prevailed since 
1939. Looked at from any angle one may choose, 
while we are still technically at war, we may cheer 
ourselves up a bit by the thought that we are really 
headed toward brighter days. 

No matter how much bungling, sidestepping, weak- 
ness and vacillation there is in governmental circles, 
and regardless of how much fuzzy thinking there is 
in high places concerning matters economic, it is 
strengthening to realize that the tough fibre of the 
United States has always heretofore made itself felt 
in similar situations and undoubtedly will assert itself 
and surmount these present handicaps and obstacles. 

There are many outright injustices in the current 
economic picture, caused by rulings with respect to 
costs and prices which are utterly fantastic and erratic. 
Heartbreaking occurrences are coming to light all 
along the line which give advantages to one company 
as compared with others in its field—advantages based 
for the most part on decisions made by the Office of 
Price Administration. Labor practices which amount 
almost to slowdowns, with an eye on future wage 
scales, further complicate the picture. 

It is of small consolation to companies which are 
the victims of these circumstances to note that these 
conditions are a part of the aftermath of war, and that 
they should not last long; that the inherent sense of 
fair play and justice which is characteristic of the 
American public will insist on righting things and grad- 
ually stabilize the economy under conditions which 
should be expected in peace times. The victims of 
today’s government-wrought injustices may look for- 
ward to an early day of prosperous business when 
losses may be more than recouped. 

If 1946 is to live up to its advance billing as a boom 
year an early settlement of the current labor upsets 


6 


must be brought about.’ The war will undoubtedly be 
terminated officially during the year, taxes will be fur- 
ther adjusted, more wartime controls will be aban- 
doned, and economic forces be given freer play than 
during the war years. On all hands the hope is ex- 
pressed that during these readjustments a tight defense 
will be continued against runaway inflation, even 
though that defense may actually be painful to indus- 
try, and to high-wage-seeking workers. 

Long ago controllers made their plans for these re- 
conversion and postwar stages. They and other busi- 
ness executives have the confidence which flows from 
advance preparation and the possession of a well- 
thought-out program. They face the unsettled months 
ahead with courage. They know what to expect and 
how to handle the probable developments. They may 
be counted on to acquit themselves creditably and in 
the best interests of our country. 


Costs Chargeable to Inventory 


se now being debated in managerial and 
accounting circles has to do with what items of 
cost constitute proper charges to inventory. The mat- 
ter arises because the Bureau of Internal Revenue has 
challenged the use of normal or standard costs in in- 
ventory valuation and contends that variances which 
have been currently expensed must be capitalized by 
revaluation of the inventory to include applicable vari- 
ances. 

Decision is involved as to the items of cost which 
are proper charges to inventory, and the problem is 
posed as to whether companies have been including 
items which, for both corporate and tax purposes, are 
more properly current charges to operations. Such 
items of manufacturing services are being mentioned 
as purchasing, industrial relations, payroll, timekeep- 
ing, cost accounting, plant protection, and production 
planning and control. Should they be prorated to in- 
ventory costs? The other side of the picture is that 
many of these items are possibly in the nature of ad- 
ministrative more than product cost. Other items con- 
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cerning which there is debate are rent, depreciation, 
repairs, and spoilage. 

It is well to review these items from time to time, 
but they seem to have a familiar sound. The Revenue 
Bureau will have to shoulder the blame, if there is any, 
of having revived a discussion which seems to date 
back many years. 

This brings us back to the thought that, after all, 
accounting involves the element of judgment, which 
cannot be eliminated entirely by agreement on the 
principles of uniform handling of specific items. Such 
uniformity is desirable within industries and great 
progress has been made in this field. It should not be 
upset by tax collectors, who themselves set up the 
rules in their domain as to what formulas shall be fol- 
lowed. When the Revenue Bureau’s rules differ from 
customary corporate practice it may be assumed that 
the variation takes place because of the desire on the 
part of each to arrive at an income figure which will 
best serve its own purpose. 


Government Corporations Now Under Control 


* png dace and heartening event took place 
on December 6, 1945, the signing by President 
Truman of the Government Corporation Control Act. 
It culminated nearly ten years of effort. Forty-six cor- 
porations are covered, of which five are mixed-owner- 
ship government corporations. These corporations had 
come to be known as “a great fourth branch of govern- 
ment.” They were independent of government con- 
trol. Now Congress has financial control over them. 

Commenting previously on the Byrd-Butler bill, as 
the Senate version of the measure was known, Presi- 
dent Truman said: 

“I heartily favor this proposal. It is a long delayed 
forward step applying the sound doctrine of an execu- 
tive budget, as enacted in the Budget and Accounting 
Act of 1921, to the many important Government cor- 
porations which have since come upon the scene.” 

The law, following recommendations by the Joint 
Committee on Reduction of Non-Essential Federal Ex- 
penditures, provides for Congressional fiscal control 
over corporations in which the Federal Government 
has invested more than 13 billion dollars, which have 
more than 20 billion dollars of gross assets including 
inter-agency items, and which are empowered directly 
to obligate the credit of the Government to 33 billion 
dollars, which may be pyramided many times. 

The control is to be achieved through Congressional 
action on business-type budgets for the corporations to 
be included in the President’s annual budget, and 
through action on commercial-type audits and reports 
to Congress by the Comptroller General. 

The law provides further that the Secretary of the 
Treasury shall approve financing and Government se- 
curity transactions by the Corporations and their de- 
positaries. Creation of additional Government Cor- 
porations without action by Congress is prohibited, and 
those now operating under State charters are required 
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More Questionnaires?—W atch This Bill! 


TTENTION of controllers is directed to H. R. 
4781, pending in December, as this is written. 
One section of the proposed measure is of deep 
concern to controllers. It gives the Director of the 
Bureau of the Census unlimited power to request 
annual and current data in whatever form it may 
devise, in making surveys and studies of business. 

For several years the Advisory Committee on 
Government Questionnaires, of which the Control- 
lers Institute and other groups are a part, has been 
successfully engaged in the task of cutting down 
the number of questionnaires which business is re- 
quired to file. There is a question, under the terms 
of the proposed measure, whether the Bureau of 
the Budget, of which the Advisory Committee on 
Government Questionnaires is an arm, would have 
the power under the Federal Reports Act of 1942 to 
scrutinize the questionnaires which the Bureau of 
the Census might devise. 

Several controllers, to our knowledge, already 
have written to their Senators and Representatives 
in Opposition to the measure, unless the power of 
the Bureau of the Budget to pass on the question- 
naires is specifically upheld by the terms of the bill. 

Unless that step is taken business might be heav- 
ily burdened by additional federal questionnaires. 











to dissolve or liquidate, subject to reincorporation by 
act of Congress. The Budget provisions apply only to 
wholly owned Government corporations, but the Audit 
and Treasury provisions apply also to the mixed-own- 
ership corporations in which part of the capital stock 
is owned by the United States and part by borrowers or 
other private holders. Most of the corporations pre- 
viously were not subject to government audit. 
Congressional control of these corporations, and the 
audits for which provision has been made, will natu- 
rally be regarded by controllers as a forward step. They 
realize the benefits which will flow from this action. 


“Steady Employment Minded” 


ICHARD R. DEUPREE, president of the Procter & 
Gamble Company, advises employers to be “‘steady 
employment minded.” That was the principal point 
which he made in a recent address to the American 
Management Association. Steady employment is eco- 
nomical, Mr. Deupree pointed out, if it can be attained. 
He gave his audience the details of the plan devised by 
his company in 1925, and cited the interesting fact that 
85 per cent. of the goods used in this country are con- 
sumed evenly. The Procter & Gamble Company in ef- 
fect, guarantees about 70 per cent. of its workers forty- 
eight weeks’ work in the calendar year. 
For further information on this timely subject, we 
invite our readers’ attention to the feature article, in 
this issue, on “Guaranteed Annual Wages.” PS ly 








Outlook for Federal Taxation 


The year 1945 was outstanding in the 
annals of Federal tax legislation. For 
the first time in many years, Federal tax 
rates moved downward. Two major 
revenue acts were passed by Congress, 
both of which provided substantial 
benefits to taxpayers—particularly to 
corporate taxpayers. 

The Tax Adjustment Act of 1945 
provided machinery for speeding-up the 
payment of tax refunds and tax credits. 
According to official estimates, the pro- 
visions of this act will make available 
to business over $5 billions of cash— 
money which it would otherwise have 
collected only in the more or less re- 
mote future. : 

The Revenue Act-of 1945 made sub- 
stantial reductions in actual tax liabil- 
ities effective beginning with the tax- 
able year 1946. These changes are ex- 
pected to reduce the 1946 tax liabilities 
of corporations by about $3.1 billions 
and of individuals by $2.8 billions, mak- 
ing a total reduction of $5.9 billions. 
(For a summary of the major provisions 
of these two acts, see the appendix at the 
end of this article.) 

During the consideration of these 
two 1945 tax bills, it was made abun- 
dantly clear, both by Congressional 
leaders and by spokesmen for the Ad- 
ministration, that the bills were re- 
garded as interim relief measures, and 
that additional tax legislation is 
poreres such legislation to include 

oth tax reduction and tax reform. In 

fact, experts of the Treasury and Con- 
gress are now studying further tax re- 
vision, and Congress is expected to be- 
gin hearings on a new tax bill early in 
1946. 

This is an appropriate time, there- 
fore, to look ahead in order to examine 
future potentialities in the field of tax- 
ation. 


THE PosTwAR REVENUE GOAL 


In weighing the possibility of further 
tax reductions in the future, the first 
step is to estimate the probable size of 
the Federal postwar budget. The mag- 
nitude of the budget will tend to deter- 
mine the dimensions of the revenue 
goal. 

The Administration and Congress are 
budget-conscious. They sincerely want 
to bring revenue and expenditures into 
reasonable proximity. In the coming 
deliberations on tax policy, therefore, 
budgetary requirements will be a para- 
mount factor. From this, I do not neces- 
sarily imply that the budget will in fact 
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be balanced, but only that the size of 
the prospective budget will have an 
overwhelming influence upon tax pol- 


icy. 
THE PosTWAR BUDGET 


It is, of course, not possible at this 
time to predict exactly what the Fed- 
eral government will spend in a normal 
peacetime year. It is possible, however, 
to make fairly reliable estimates of the 
amounts that would likely be spent to 
carry out existing policy as provided by 
present law. Rough guesses can also be 
made as to the amount of possible ad- 
ditional costs which may be assumed by 
the Federal Government in financing 
new programs now under considera- 
tion. Then, by combining the two 
groups of expenditures, a rough but 
useable budget estimate for a postwar 
year can be derived. 

Chart I (shown on page 12) shows 
actual Federal expenditures during fiscal 
years 1939 and 1945. It also shows esti- 
mates for 1948 assuming the continua- 
tion of present law and policy. 


War-RELATED EXPENDITURES 


The most significant feature of the 
1948 figures is the large amount re- 
quired for war-related expenditures. 

The amount to be spent for national 
defense is estimated at $5 to $8 billions. 
The exact requirement will depend, of 
course, upon the size and equipment of 
the armed forces, the extent and char- 
acter of citizen military training, and 
the magnitude of the military research 
program. More basically, it will depend 
upon the status of international rela- 
tions. Clearly, present policy calls for 
defense expenditures far in excess of 
prewar amounts. We may hope for a 
new era in international understanding 
that will make possible important re- 
ductions in defense costs below $5 to 
$8 billions. At the moment, we cannot 
rely on such a favorable development. 

The cost of veterans’ services and 
benefits as provided under present law 


is estimated at $3 or $4 billions, and 
the interest on the debt at $5.5 or $6 
billions. Both of these items are primar- 
ily legacies from World Wars I and II. 

Combining the estimates for the three 
items of war-related expenditures gives 
a total ranging from $13.5 to $18 bil- 
lions—representing perhaps 70 per 
cent. of the total budget. 


OTHER EXPENDITURES 


The group of budgetary items classed 
as Other Expenditures may be regarded 
as the cost of ordinary peacetime gov- 
ernment. Altogether, these items are 
estimated at $5.6 to $.68 billions, a total 
amount not unlike the expenditures for 
these purposes in 1939. 

It is noteworthy that among these 
items the cost of General Government, 
i.e., of operating the governmental de- 
partments and bureaus, the Congress, 
and the judiciary, is estimated at about 
$1.5 billions—a relatively minor part 
of the total. 


EsTIMATED TOTAL EXPENDITURES 


Combining the war-related expendi- 
tures and other expenditures gives an 
estimated total budget (exclusive of 
transfers to social security funds) of 
$19.1 to $24.8 billions. The midpoint 
of this range is about $22 billions which 
may perhaps be regarded as a reason- 
able estimate of the total. 

It will be remembered that this estimate 
refers only to the cost of government as- 
suming the continuation of present law 
and policy. Actually, there are numerous 
additional programs now under considera- 
tion by Congress or likely to be considered 
later. Some of these possible programs, as 
listed in the lower portion of Chart I, 
are: nonliquidating loans or grants to 
foreign countries; programs for promot- 
ing education, nutrition, health, and 
housing; projects like the TVA for the 
development of river valleys; additions to 
the social security program to be financed 
out of general revenues; additional bene- 
fits to veterans for which there, may be 








FEW FAR-REACHING CHANGES 


As Dr. Bowen views the prospect for postwar taxation, he sees a tax system 
not too different from the present revised set-up. Details may be changed but 
“no revolutionary or sweeping change appears likely,” says the author who 
presented this paper before the November 27 meeting of the Chicago Control. 
Dr. Bown is economist of Irving Trust Company, New York. 


—THE EDITOR 
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demand, and perhaps some form of te- 
lief to indigent persons. 

At this time, it is impossible to esti- 
mate accurately the cost of such of these 
additional programs as may be adopted. 
In my judgment, a conservative figure 
would be $3 billions. 

Adding this $3 billions to the estimated 
$22 billions for activities provided by 

resent law and policy, gives an estimated 
total Federal budget, for say 1948, of $25 
billions. My own feeling is that this is a 
conservative estimate. Indeed, I shall not 
be surprised if actual expenditures prove 
to be more than $25 billions. For ex- 
ample, if there should be a serious slump 
in national income, the budget would 
probably exceed this figure. 


COURSE OF EXPENDITURES AND RE- 
CEIPTS, 1945-48 


Given actual expenditures in 1945, the 
official budget estimate for 1946, and the 
assumed postwar Federal budget of $25 
billions, it is possible to indicate the prob- 
able course of Federal expenditures dur- 
ing the next several years (See Chart 2). 

During fiscal year 1945 (ending June 
30, 1945), Federal expenditures were 
over $100 billions. During the present 
fiscal year 1946, they are estimated off- 
cially at $66 billions. By 1947, they may 
be set roughly at $35 billions, and in 1948 
the “normal” peacetime level of $25 bil- 
lions may be reached. (See Chart 2.) At 
least 2 years will probably be required 
from the end of hostilities to liquidate 
unusual war expenditures and to shake 
the budget down to a peacetime basis. 
This conforms roughly to experience af- 
ter World War I when fiscal 1922 was the 
first normal year for Federal expendi- 
tures. 

Judging by the recent actions and the 
announced intentions of Congress, Fed- 
eral tax receipts may also be expected to 
approach peacetime levels by 1948. (See 
Chart 2.) The tax reductions provided in 
the Revenue Act of 1945 will be partially 
effective in fiscal 1946 and completely ef- 
fective by fiscal 1947. Any additional re- 
ductions enacted in 1946 will reduce re- 
ceipts in 1947 and subsequent years. Net 
receipts in 1946 may be reasonably esti- 
mated at about $35 billions, and in 1947 
at about $30 billions. Receipts may reach 
the assumed normal level of $25 billions 
by 1948. 

Thus, it is possible that the budget 
might be balanced, or nearly balanced, 
in fiscal year 1948, provided (1) that tax 
rates are held high enough, and (2) that 
the country remains prosperous so that 
high revenue yields can be maintained 
and expenditures can be held to the $25 
billion level. 

In his recent testimony before the Sen- 
ate Finance Committee, Secretary Vinson 
expressed the opinion that a budget of 
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about $25 billions could be balanced in 
1948 if present tax rates (as revised by 
the Revenue Act of 1945) were held, and 
if national income remained above $130 
billions. 


ALTERNATIVE SOURCES OF REVENUE 


Once the total revenue goal for the 
postwar tax system has been estimated, 
we can then explore the various possible 
methods by which this goal might be 
attained. 

The Federal revenue system may be 
divided into three major segments: (1) 
the individual income tax, (2) corpora- 
tion income taxes, and (3) miscellaneous 
receipts including commodity taxes, cus- 
toms, estate and gift taxes, administrative 
revenues, and such. 

As shown by the black bars in Chart 3, 
the relative importance of these three seg- 
ments has changed during recent years. 
In 1939, out of total receipts of $4.9 bil- 
lions, about $1.0 billions was derived 
from the individual income tax, $1.3 bil- 
lions from corporations, and $2.6 billions 
from miscellaneous receipts—the latter 
being the most important. In fiscal year 
1945, which wes a peak year for Federal 
receipts, a total of $46 billions was ob- 
tained. In that year, the individual income 
tax was the most important revenue 
source, producing $19.0 billions. Corpo- 
ration taxes yielded $16.4 billions, and 
miscellaneous receipts $10.6 billions. The 
latter group had become relatively the 
least important of the three sources, 
despite the fact that it included over $3 
billions of extraordinary receipts from 
the renegotiation of war contracts and 
from the sale of surplus property. 

The basic question of postwar tax pol- 
icy is this: What proportion of the $25 
billion revenue goal will be derived from 
each of the three sources? 

Among many possible alternative com- 
binations of the three sources, several are 
shown by the cross-hatched bars in the 
right-hand portion of Chart 3. Each com- 
bination adds to $25 billions, but each 
involves a somewhat different proportion- 
ing of the three sources. To determine 
which of the four might be most prob- 
able, we may first look into the question 
of postwar rates for the individual income 
tax. 


THE INDIVIDUAL INCOME TAX 


The individual income tax is a direct 
tax affecting many people. In levying the 
tax, therefore, Congress is highly sensitive 
to public opinion and to political pres- 
sures. In connection with recent discus- 
sions on tax policy, Congressional leaders 
have clearly indicated that substantial re- 
ductions in individual income tax rates, 
over and above those granted in the Reve- 
nue Act of 1945, are to be enacted later. 
Moreover, the public fully expects such 
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reductions. Thus, further substantial cuts 
in individual income tax rates seem fairly 
certain. 

However, if the individual income tax 
is to yield as much as $14 billions as sug- 
gested by Alternative I (Chart 3), little 
in the way of additional cuts can be made. 
This is indicated in Chart 4 which com- 
pares several possible rate structures un- 
der the individual income tax (normal 
and surtax combined). In this chart, net 
income is shown along the horizontal axis 
and bracket income tax rates along the 
vertical axis. The top solid curve shows 
the actual rate schedule applicable in 
1945, and the next solid curve below 
shows the rate schedule for 1946 as pro- 
vided by the recent Revenue Act of 1945. 
The next (dotted) curve shows a hypo- 
thetical schedule which would produce 
about $14 billions of revenue in a pros- 
perous postwar year. As can be readily 
seen, only very small additional reductions 
would be possible if $14 billions were to 
be raised. For example, the rates appli- 
cable to the income bracket from $2,000 
to $6,000 could be reduced by only about 
1 or 2 percentage points. 

It may be stated parenthetically that 
the great bulk of taxable income is in the 
lower brackets. For example, 84 per cent. 
of the total is received by persons having 
incomes of less than $5,000 and 95 per 
cent. by persons having incomes of less 
than $25,000. Thus, the rates at the lower 
end of the income scale largely determine 
revenue yield. 

It seems clear that Congress intends 
to grant, and that the public expects, 
rate cuts of more than 1 or 2 percentage 
points for the populous lower brackets. 
Thus, it may be concluded that $14 bil- 
lions is more than can reasonably be ex- 
pected from the individual income tax. 

Referring again to Chart 4, the lower 
of the two dotted curves shows a rate 
schedule that might produce $10 bil- 
lions in a prosperous postwar year. This 
schedule would permit a reduction in 
the lower bracket rates of perhaps 5 or 
6 percentage points. The first bracket 
rate, for example, might be as low as 13 
per cent. 

This type of schedule would seem to 
conform, much more closely than the 
$14 billion schedule, to the intentions 
of Congress and to the expectations of 
the public. An intermediate $12 billion 
schedule, however, calling for a first 
bracket rate of perhaps 15 or 16 per 
cent. is a possibility. 

To sum up, $10 to $12 billions ap- 
pears to be a reasonable estimate of the 
revenue which will be derived from the 
individual income tax in a prosperous 
postwar year. 


MISCELLANEOUS RECEIPTS 


Returning to Chart 3, the amount of 
miscellaneous receipts, consisting of 
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commodity taxes, customs, estate and 
gift taxes, and such, has been set at 
from $4 to $6 billions. If these taxes 
were held at present wartime rates, they 
might produce $6 billions in a prosper- 
ous year. 

However, if certain special wartime 
excises are allowed to lapse six months 
from the termination of hostilities, as 
now provided, miscellaneous receipts 
would decline to perhaps $5 billions. It 
now appears to be the intent of Con- 
gress to allow these special wartime ex- 
cises to lapse; therefore, $5 billions is 
the most that can be expected from mis- 
cellaneous receipts. Moreover, there is 
considerable pressure for reduction or 
elimination of various ordinary excises 
which, if enacted, might well reduce the 
yield to $4 billions or less. 

On the other hand, there is some pos- 
sibility that the yield from the estate 
and gift taxes may be increased—as a 
result of a revision of these taxes and 
as a result of the great increase in tax- 
able wealth associated with the growth 
of the national debt. Thus, it may be 
possible to hold the amount of the mis- 
cellaneous receipts up to $4 billions or 
more. 


THE CORPORATION INCOME TAX 


In Chart 3, the yield of the corpora- 
tion income tax has been set at $7 to $9 
billions. The corporation income tax if 
levied at the standard rate of 38 per 
cent. as provided in the Revenue Act of 
1945, might yield about $9 billions in a 
prosperous postwar year. At 34 or 35 
per cent., it might yield $8 billions, and 
at 30 per cent. about $7 billions. 


THE Most PROBABLE COMBINATION 


Having considered each of the three 
ingredients of the tax system, it remains 
to determine which combination of in- 
gredients seems most plausible. 

Alternative I, shown in the right- 
hand portion of Chart 3 calls for $14 
billions from the individual income tax. 
Since this would permit little in the way 
of further individual income tax reduc- 
tion, this combination must, therefore, 
be rejected as unlikely—though this is 
the combination that would be pre- 
ferred by many students of taxation. 

Alternative IV calls for a substantial 
reduction in the individual income tax 
to rates yielding $10 billions, but allows 
no reduction in the corporate rate or in 
miscellaneous receipts. Since Congress 
has already tacitly provided for reduc- 
tion in miscellaneous receipts down to 
about $5 billions, this alternative must 
also be rejected. 

This leaves Alternatives II and III 
which call for $12 billions from the in- 
dividual income tax, which is at least 
within the realm of possibility, and 
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either (a) reduced excises with a con- 
tinuation of the present corporation 
rate (Alternative II), or (b) excises 
maintained at $5 billions with a reduc- 
tion in the corporate rate to perhaps 34 
per cent. (Alternative III). 

One can take his choice between 
these two. 

The net conclusions from this con- 
jectural analysis are (1) that taxes of all 
kinds are likely to be high, and (2) that 
the prospects for a material reduction 
in the corporation income tax are not 
good. With the repeal of the excess 
profits tax, the capital stock tax, and the 
declared value excess profits tax, busi- 
ness probably has already received the 
bulk of its postwar tax relief. 

These conclusions rest, of course, on 
two assumptions; namely, (1) that Fed- 
eral expenditures will total as much as 
$25 billions, and (2) that a sincere ef- 
fort will be made to balance the budget 
—at least in years of prosperity. If 
either of these two assumptions should 
prove to be false, then the conclusions 
would not be borne out in fact. 


PROPOSALS FOR REFORM 


So much for the broad question of 
how much revenue shall be derived 
from each of the three major revenue 
sources. Congress will undoubtedly also 
consider in 1946 many proposals for the 
reform of various aspects of the tax sys- 
tem. 

Secretary Vinson has stated that in 
his opinion the tax system needs a com- 
prehensive reorganization. And Con- 
gress has clearly indicated its willing- 
ness to hear and consider during 1946 
the tax recommendations of various in- 
dividuals and groups. Secretary Vinson 
incidentally remarked, “Any reorgan- 
ization of the tax system will be greatly 
facilitated if it can be made in an at- 
mosphere of tax reduction rather than 
of tax increase.” 

Among the reform proposals which 
will doubtless receive consideration, the 
most important are: Moderation of in- 
dividual income tax rates in the upper 
brackets, partial or complete elimina- 
tion of the double tax on dividends, 
lengthening of the carry-forward of 
losses, accelerated depreciation, and spe- 
cial treatment of small business. 

Other reform proposals which will 
probably receive consideration, but 
which I shall not discuss here, are: Re- 
vision of capital gains taxation, taxation 
of now tax-exempt corporations and or- 
ganizations, tightening of the estate and 
gift taxes, taxation of now tax-exempt 
interest, and elimination of special ad- 
vantage to persons residing in the com- 
munity-property states. 

Apparently the opinion is widely ac- 
seston that the higher bracket rates un- 
der the individual income tax are rela- 


tively ineffective and uneconomic. It is 
frequently argued that these rates are 
not highly effective so long as the cap- 
ital gains rate is held at 25 per cent. and 
so long as tax-exempt securities are 
available. Moreover, it is argued that 
such rates tend to discourage investment 
and risk-taking. 

As a result considerable sentiment 
has developed in favor of a top rate of 
perhaps 60 to 70 per cent. A marked 
scaling down of top bracket rates would, 
therefore, not be surprising. The post- 
war rate pattern in the upper brackets 
might resemble either of the two dotted 
curves shown in chart 4 and marked 
“10 billion” or ‘14 billion.” Since a 
relatively small proportion of the na- 
tion’s total taxable income is in the 
higher brackets, this scaling down of 
“r bracket rates would not seriously 
affect revenue. 


THE DouBLE TAXATION OF DIVIDENDS 


One of the most widely-advocated tax 
proposals is that the so-called double 
taxation of dividends should be par- 
tially or wholly eliminated. Under pres- 
ent law, income represented by divi- 
dends is taxed once to the corporation 
(under the corporation income tax) and 
again to the individual recipient (under 
the individual income tax). It is held 
that this duplicate taxation is discrimi- 
natory and economically unsound. Some 
form of dividend credit is, therefore, 
often proposed, the credit to be granted 
either to the corporation paying the divi- 
dend or to the individual receiving it. 

There are two problems here: (1) 
should there be a dividend credit, and 
if so, (2) should it be granted at the 
corporate or at the individual level? 

On the first issue, revenue considera- 
tions will be very important. Any ma- 
terial dividend credit will cost perhaps 
a billion dollars in revenue. As I see 
the revenue problem, therefore, the 
prospects for the dividend credit are not 
bright. 

If, in spite of revenue needs, a divi- 
dend credit should be approved, there 
would undoubtedly be a serious con- 
troversy as to the form it should take. 
One school of thought would argue that 
the credit should be at the corporate 
level—in which case its net result would 
be similar to that of a tax on undis- 
tributed profits. The other school would 
argue that a tax on undistributed profits 
is unsound, and that the credit should 
be granted to the individual dividend 
recipient so that the effect of taxation 
on corporate distributions would be 
minimized. 

In general, those who are opposed to 
the dividend credit would, if confronted 
with the choice of taking the credit at 
the individual or corporate level, choose 
the corporate level. And those who 
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want the credit very much would, in 
general, prefer that it be applied at the 
individual level. Thus, there are two 
possible outcomes based on a resolution 
of opposing forces. 

First, as a result of the oppositions 
between those wanting the credit at the 
individual level and those wanting the 
credit at the corporate level, and in 
view of the revenue problem, the whole 
proposal might be defeated. This, I 
think is highly probable. 

Second, as a result of a compromise 
between those who want the credit and 
want it at the individual level and those 
who do not want it but prefer the cor- 
porate level if they have to have it, a 
compromise on a credit at the corporate 
level might be reached. 

However, it is extremely difficult to 
predict how such matters will ultimately 
materialize, so I do not rule out the pos- 
sibility of a dividend credit applying at 
the individual level. 


THE.CARRY-FORWARD OF LOSSES 


There is fairly general agreement 
that the carry-back of loss should be dis- 
continued and that, in place of it, the 
period of carry-forward should be 
lengthened to five years or more. It is 
probable that this lengthening of the 
carry-forward will be enacted. 


ACCELERATED DEPRECIATION 


One of the more controversial tax 
proposals relates to the treatment of de- 
preciation in the computation of income 
for tax puropses. In general, there are 
two somewhat different proposals: (1) 
that the regulations should be liberal- 
ized in order to permit greater latitude 
in the determination of depreciation 
rates, and (2) that depreciation should 
be allowed at rates frankly in excess of 
those which would be regarded as cor- 
rect in terms of conventional account- 
ing theory. Both Canada and Great 
Britain have adopted accelerated depre- 
ciation, and the demand for it in this 
country appears to be growing—though 
it is not overwhelming and may actually 
diminish now that the excess profits tax 
has been repealed. 

The arguments for greater latitude 
are: (1) that controversy between the 
Bureau of Internal Revenue and the tax- 
payers would be reduced if the Bureau 
regulations were less rigid, and (2) that 
management is more qualified to assign 
correct depreciation rates than Internal 
Revenue Agents. Against permitting 
greater latitude, the argument is ad- 
vanced that taxpayers would be able to 
juggle depreciation accounts to mini- 
mize their taxes. 

The principal argument for acceler- 
ated depreciation is that it would hasten 
the recovery of new capital outlays by 
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producers thereby reducing risk in the 
purchase of new assets and thus encour- 
aging investment. Against acceleration 
is the argument that it violates sound 
accounting since rapid write-offs would 
distort income. 

Either proposal would no doubt in- 
volve serious administrative problems. 
Moreover, as a result of the adoption of 
either, total depreciation charges would 
tend to be increased (during the early 
years of the plan), and Federal revenues 
would therefore be reduced. It has been 
estimated that some of the more liberal 


— 


Appendix 





Major Provisions of 1945 Tax 
Legislation 


The Tax Adjustment Act of 1945 
provided 


(1) That the postwar credit of 10 per | 
cent. of the excess profits tax shall | 
be taken currently with respect to | 
tax liabilities of 1944 and subse- | 
quent years. 

(2) That the maturity date of outstand- 
ing postwar refund bonds shall be 
advanced to January 1, 1946. 

(3) That refunds resulting from the 
carry-back of losses, carry-back of 
unused excess profits credits, and 
recomputation of five-year amortiza- 
tion shall be expedited. 

(4) That refunds expected to result 
from carry-backs arising during a 
current year may be claimed, op- 
tionally, as offsets against current 
tax payments. 


The Revenue Act of 1946 contained the 
following major provisions: | 





For Corporations 
(1) Repeal of the excess profits tax. 
(2) Repeal of the carry-back of unused 

excess profits credits (as of Decem- 

ber 31, 1946). 

(3) Repeal of the capital stock tax and 
the related declared value excess 
profits tax. | 

(4) Reduction of corporation income | 
tax rates. 

(a) For corporations with net in- 
come of $50,000 or more, a flat 
reduction from 40 per cent. to 
38 per cent. 

For corporations with net in- 

come of less than $50,000, a 

reduction in the bracket’ rates 

as follows: 

$ 0-$ 5,000 from 25% to 21% 

5,000- 20,000 from 27% to 23% 
20,000- 25,000 from 29% to 25% 
25,000- 50,000 from 53% to 53% 

(no change) 


For Individuals | 
(1) Liberalization of personal exemp- 
tions applicable to the normal tax: 
the former normal tax exemption of 
$500 for each taxpayer is replaced 
by exemptions of $500 each for the 
taxpayer, his spouse, and each. of 
his dependents. 

Reduction in individual income tax 
rates: the rate for each income 
bracket is reduced by 3 percentage 
points, and the tax thus computed 
is further reduced by 5 per cent. 

(3) Repeal of the Automobile Use Tax. | 


(b 


~— 


(2) 
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plans for accelerated depreciation would 
involve revenue losses of as much as $1 
billion per year for several years. 

Altogether, it would appear that the 
demand for revision of present depre- 
ciation practices is not so insistent, nor 
the arguments for it so compelling, as 
to force early and drastic action. It 
would not be surprising if some liberal- 
ization of depreciation were provided 
through revision of either statutes or 
regulations, but it seems improbable 
that a drastic form of accelerated depre- 
ciation will be adopted. 


TAXATION OF SMALL BUSINESS 


There are two leading proposals for 
the differential treatment, of small busi- 
ness. One is further graduation of the 
corporation income tax rate, possibly 
including a complete exemption of the 
first few thousand of income. The other 
is permitting small closely-held corpora- 
tions to be taxed as partnerships. 

It is not unlikely that special tax re- 
lief will be granted to small business. 
By successively increasing the specific 
exemption under the excess profits tax, 
Congress has indicated interest in do- 
ing something for small business. Sim- 
ilarly, in the Revenue Act of 1945, the 
rates for corporations with low incomes 
were reduced more sharply than those 
for companies with large incomes. 
Moreover, from recent debates, one 
gains the impression that Congress 
would like to reduce further the impact 
of taxation upon smaller concerns. 


CONCLUSIONS 


When one adds up the various pro- 
posals for tax reform, and appraises the 
possibilities of their adoption, in terms 
of revenue requirements and Congres- 
sional attitudes, one is impressed by the 
fact that few far-reaching changes are 
in prospect. The future tax system will 
probably be not too different from the 
present tax system as revised by the re- 
cent Revenue Act of 1945. Rates may 
be a little lower, one or more of the 
reform proposals may be adopted, but 
no revolutionary or sweeping change 
appears likely. Of course, if Federal 
expenditures should be considerably less 
that I have estimated or if no attempt 
is made to balance the budget, impor- 
tant reductions and reforms might be 
adopted. Otherwise they should not be 
too confidently expected. 


* * * 

In 1916 our public federal debt was $1,225,- 
145,568. That represented an average of $11.96 
per capita. By 1919, World War I had sky- 
rocketed the debt to $25,482,034,419, or an 
average of $240.09 for every Americam 

When the present war ends, the public debt 
will be more than $300 billion even if we 
continue to pay taxes at present rates. This 
poe bring the per capita figures to about 

2,200! 
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CHART | 
FEDERAL EXPENDITURES 
(in billions) 











1948 
Speculative 
(Assuming 
Continuation 
of Present Law 
War-Related Expenditures 1939 1945 and Policy) 
War or National Defense 1:2 90.0 5.0- -8.0 
Veterans Services and Benefits 0.6 2.0 3.0- 4.0 
Interest on the Debt 0.9 3.6 5.5- 6.0 
Sub-total 2.7... 956 13.5-18.0 
Other Expenditures 
Social Security (exclusive of 
transfers to Trust Accounts) 0.4 0.5 0.6- 0.6 
Relief 2.5 2 Se 
Public Works 1.0 0.3 L0504.5 
Aids to Agriculture 2 0.8 1.5- 2.0 
General Government 0.6 0.9 1;5+:1.5 
Transfers to Trust Accounts 0.2 0.5 0.5- 0.5 
Tax refunds 0.1 1:7 0.5- 0.7 
Sub-total 6.0 4.8 5.6- 6.8 
Grand Total, All Expenditures 8.7 100.4 19.1-24.8 


Possible Additional Items, 1948 
Loans or Grants to Foreign Housing 


Countries River Valley Development 
Education Expanded Social Security 
Nutrition Additional Veteran’s Benefits 
Health Relief 


Huge Industry Plant Investments in 1945 


American industry embarked upon a new plant and equip- 
ment program costing $5.7 billion during 1945, the rate of 
activity being consequently accelerated beginning with V-E Day. 
Such is the finding of the Department of Commerce and the 
Securities and Exchange Commission based on a survey of 
listed and unregistered corporations. The joint report disclosed 
that 1945 expenditures exceed any year in the country's history 
with the exception of the war construction period, 1940-41. 

“For the war period as a whole, depreciation and depletion 
charges were somewhat in excess of private expenditures on 
plant equipment. So that on balance there was a small amount 
of disinvestment. During this period,” it was pointed out, 
“much of the capital formation which occurred wag for muni- 
tions and related production, and was financed largely by the 
government, representing an expenditure of public funds, rather 
than private investment.” . 


Farm Co-ops’ Receipts Half of “Exempt’s” Total 

Gross receipts of organizations exempt from federal taxes, 
such as labor unions and farmer co-operatives, were more 
than $6 billion in 1943. Approximately half of that sum was 
taken in by farm co-operatives with literary, scientific and 
charitable organizations registering $974 million, mutual 
savings banks $508 million and labor organizations $418 mil- 
lion. Total assets of the tax exempt organizations were more 
than $30 billion. Making public the report, the Treasury De- 
partment experts described the information so far gathered 
as “raw information” that must be analyzed further before 
it is useful. 


CHART 2 


FEDERAL EXPENDITURES AND RECEIPTS 
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CHART 4 


COMBINED NORMAL AND SURTAX RATES INDIVDUAL INCOME TAX 


MARRIED TAXPAYER — TWO DEPENDENTS 





NET INCOME BEFORE EXEMPTION (RATIO SCALE) 
THOUSANDS OF AR: 


Cost-Cutting Priorities Are Suggested 


Controllers and financial officers who are trimming war-swol- 
len costs should give priority, in the opinion of Modern Indus- 
try Magazine, to entertainment costs, travel costs, special services 
to customers, long-distance communications, “petty graft to em- 
ployees of suppliers,” and such miscellaneous items as legal and 
professional fees and donations. In connection with labor costs, 
the magazine recommends checking the up-grading of unquali- 
fied workers, over-liberal incentive plans, unnecessary overtime, 
material wastage, and plain ordinary “loafing on the job.” 
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A Case Study in Preparation 
and Use of Budgets 


The budget used in our company is 
made of three component .parts: 


A—Sales 
B—CoOStSe 
C—Selling and Administrative Expenses 


Our budget is prepared at the begin- 
ning of each fiscal year as a basic budget 
for general policy determinations and 
from it a forecasted Profit and Loss State- 
ment i$ prepared for our management. 
During the year, at the close of each four 
weeks, the basic sales and cost budget is 
changed to reflect variations in volume 
and machine hours. No changes are re- 
flected for volume or hours in Selling 
and Administrative and all differences 
from the basic budget in these expenses 
are reflected as variances. 

To develop and use a budget, it has 
been nécessary for us to standardize: 


1—Our accounts in the General and Sub- 
sidiary Ledgers. 

2—Our costs by using 13 four-week pe- 
riods as opposed to 12 months. 

3—The reporting structure for machine 
hours and production of each unit. 


We have had to establish a reporting 
structure from each production unit 
which has been so developed that we 
have uniformity in charges to each de- 
partment in each four-week period cover- 
ing: 

F A—Direct Labor 

B—Indirect Labor 
C—Maintenance Labor 
D—Burden 
E—Preducts Sold 


Our products, for management report 
purposes, have been grouped into a small 
number of products, despite a wide variety 
of calipers, weights and other physical 
characteristics of the products actual 
made. 

Basic BUDGET 


Orders 


A daily report of shipments by grades 
is kept in the main office and the grades 
shipped are combined into one of six 
major categories. Each one of these six 
major categories has been assigned a 
budgeted unit selling price, which is based 
upon estimated sales prices for each dif- 
ferent grade. This estimate is based upon 
an analysis by the Sales Department and 
must be approved by the Executive Com- 
mittee. 

Our records of orders are kept on a 
daily basis and are so developed that 
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when our Sales Department estimate total 
unit sales for a year we are in a position 
to budget the order in each four-week 
period, with a reasonable degree of ac- 
curacy. For this purpose previous actual 
order records are kept on a running five- 
year average for each four-week account- 
ing period, and when our Sales Depart- 
ment gives us its forecast of total unit 
sales for the coming year, we determine 
the percentage of the Sales Department's 
estimate for the coming year, to the 
five-year average and apply this percent- 
age to the five-year running average for 
each period, and thus estimate the orders 
for each four-week period. 

The Cost Budget is made up of the 
following: 


A—Raw Materials 

B—Labor 

C—Burden 

D—Selling and Administrative Expenses 


Raw Materials 


Prices for each raw material are kept 
on a five-year running average, and our 
Purchasing Department estimates the unit 
ptice for each raw material for the com- 
ing year. The percentage of this estimate 
to the five-year running average is ap- 
plied to each raw material for each four- 
week period. 


Labor 


Labor in our basic budget is computed 
at the standard number of men and the 
current rate per hour, for both direct and 
maintenance labor. All salaried employees 
at each production unit are applied to in- 
direct labor. 


Burden 


Our total burden for our basic budget 
has been broken down into 13 separate 
burden centers or departments and each 
burden center has its own budget, which 


is based upon a five-year running average 
of actual expenses in the burden center. 
Minor adjustments on burden items are 
made if justified by the Production De- 
partment. At the beginning of each year 
the basic budget for every burden center 
is entered on a separate cost sheet for 
each of the 13 periods. This basic budget 
is based upon expenses covering a stand- 
ard number of machine hours and a stand- 
ard number of units of production. 


Selling and Administrative Expenses 


All items of Selling and Administra- 
tive Expenses in our basic budget are 
based upon a five-year running average, 
with the exception of salaries, donations 
and association dues. These latter items 
are determined solely by the Executive 
Committee. 


VARIABLE BUDGET 


Our Variable Budget is computed from 
our Basic Budget and is affected by: 


A—Sales 
B—Production 


The computations are made as follows: 


Sales 


A unit selling price is determined for 
each unit by the Sales Manager and ap- 
proved by the Executive Committee for 
use in our Basic Budget. These forecasted 
sales price per unit, multiplied by the 
actual units produced (not forecasted 
units), represerits the budgeted sales for 
each accounting period. This budget sales 
figure is then compared with the actual 
sales and any variance is, therefore, a 
variance in unit selling price. 


Production 


Our Variable Production Budget is 
somewhat more intricate as it involves: 


A—Actual and Standard Volume 





trollers and financial officers. 





“HERE’S HOW!” 


In his manuscript, Mr. Weston, who is secretary-controller of The Weston 
Paper and Manufacturing Company, Dayton, Ohio, presents a most pertinent | 

‘ as well as concise description of his company’s budgetary procedures. Mr. | 
Weston prepared this paper for a discussion of the subject at the November 8 
meeting of the Dayton Control. As a clear statement of one company’s method, 
it deserves the careful reading it will undoubtedly receive on the part of con- 


—THE EDITOR 
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B—Actual and Standard Machine Hours 
C—Three Variances 

1—Controllable 

2—Machine Rate 

3—Net Variance 


At the end of every four weeks each 
production unit submits to the Account- 
ing Department the actual machine hours 
run in each unit and the total actual units 
of production. The per cent. of actual 
hours to standard hours is obtained and 
also the per cent. of actual production 
units to standard production units is ob- 
tained. Each of these two percentages is 
then applied to the Basic Budget, with 
the result that we obtain the dollars per- 
mitted for the actual hours run and the 
dollars permitted for the total actual units 
manufactured. 

The difference between these two per 
cents. represents the per cent. gain or 
loss by virtue of more or less tons per 
hour of production. This difference, ap- 
plied in dollars, expresses this per cent. 
in dollars and shows the dollars gain or 
loss because of increase or decrease in 
machine production per hour. The dif- 
ference in dollars between the actual ex- 
pense and the allowed expense for hours 
run represents the expenses which are 
directly controllable by the foreman in 
each department, while the difference in 
dollars seen actual expenses and the 
allowed expense for actual tons of pro- 
duction represents the net variance and 
is the sum of the machine rate variance 
and the controllable variance. 

The budgeted unit selling is applied to 
the actual shipments made for each cate- 
gory and a direct comparison of the actual 
sales dollars with the budgeted sales dol- 
lars is made. As stated previously, any 
variance which appears represents a vari- 
ance in unit sales price. 

Budget freight and discount is applied 
on a unit basis to actual tons shipped. 
This budget for freight represents the 
average freight paid for the previous 13 
periods on all outbound shipments. Ac- 
tual freight and actual discount is com- 
pared with the budgeted freight and dis- 
count and the variance is recorded. 

Raw Materials represent such a large 
per cent. of our cost that it has been 
necessary to develop an analysis of the 
variance for each type of raw material 
used to determine whether the variance is 
caused from excessive consumption of 
raw materials by the Production Depart- 
ment, or from high prices by the Pur- 
chasing Department. 

This Raw Material Variance Analysis 
as made as follows: 

To determine that part of the variance 
attributable to the Production Depart- 
ment, a comparison of the budgeted 
pounds per unit is made with the actual 
pounds used per unit. The difference be- 
tween the budgeted pounds and actual 
pounds used per unit is then multiplied 





The Controller, January, 1946 


by the budgeted ro per pound for the 
raw material, and the result is the gain 
or loss per pound of raw material used 
per unit of production. This gain or loss 
per pound is then multiplied by the total 
units produced by the plant and the re- 
sult shesined represents the gain or loss 
in dollars, which is caused by greater or 
less use of the raw material by the Pro- 
duction Department. To determine that 
part of the variance attributable to the 
Purchasing Department a comparison of 
the budgeted price per pound is made 
with the actual price per pound. The dif- 
ference represents the amount of gain or 
loss per pound used of the raw material, 
which difference when multiplied by the 
total pounds used gives us that part of 
the variance which is caused by the Pur- 
chasing Department. 

The total of the variance for all raw 
materials equals the total variance for all 
raw materials that appears on our “Cost 
of Sales” for the entire plant. Despite the 
fact our products have been grouped into 
six major classifications many different 
grades with different physical specifica- 
tions are manufactured. A special analy- 
sis of each grade has been developed to 
show the profit or loss by grades and is 
prepared as follows: 


Raw Materials 


The actual weight of raw materials 
used daily to manufacture a given grade 
is reported by the production unit and 
the cost for each different raw materials 
is used to compute the raw material cost 
for each grade. The total raw material 
cost of all grades combined equals the 
total raw material cost appearing on our 
“Cost of Sales” for the entire plant. 

In making changes from one grade to 
another a certain amount of waste is made, 
which we call “Grade Change.” The same 
qualities of raw materials is used to make 
this grade change as is used to make the 
good product, but because of variable 
physical characteristics it can only be used 
as a low priced raw material for some 
other grade. Credit for this ‘Grade 
Change,” at a fixed price, is applicable to 
the good and saleable product made. 


Burden (Conversion Costs, Labor, Sup- 
plies and Plant Expense) 


Each machine is considered as a sepa- 
rate burden center and as such has a dif 
ferent production per hour for each grade. 
Therefore, all of our burden for each 
gtade analysis is costed out on a machine 
hour rate rather than on a unit basis. 
This is handled on a machine hour basis 
because of the different production rates 
per hour for different grades and differ- 
ent machines. The speed of each machine 
must vary with the physical specifications, 
such as caliper, weight or test. 

All burden centers except each machine 
burden center is applied against the bur- 


den on each machine on the basis of di- 
rect labor per hour applicable to each ma- 
chine. 


Selling and Administrative and Other 
Income and Other Income Charges 


These are applied against each grade 
on a unit of production basis rather than 
on a unit of sales basis. The sales and 
profit per unit does not in any way tie in 
with the profit and loss statement as this 
report is a production report and not a 
profit and loss report. In other words, 
changes in finished goods inventory is not 
reflected in this report. 

* * * 


Postwar Production Estimated 


American manaufacturers plan to produce 
41.6 per cent. more goods in 1947 than they 
did in 1939, according to a survey made by 
50 marketing specialists under the direction of 
T. G. McGowan, marketing research manager, 
Firestone Tire and Rubber Company, and 
chairman of the Marketing Committee of the 
Committee for Economic Development. The 
survey was based on reports from more than 
1400 individual manufacturers and over 150 
trade associations. 

In the durable goods group, the estimated 
gains are 75.8 per cent. for automobiles and 
automotive equipment, 74.3 per cent. for trans- 
portation equipment excluding automobiles, 
and 56.2 per cent. for electrical machinery. 

In the non-durable goods classification, the 
highest gains estimated are in tobacco products 
with 69.4 per cent., chemicals and allied prod- 
ucts 58.2 per cent., and rubber products 47.3 
per cent. 

An increase in direct labor requirements of 
33.7 per cent. over 1939, it is estimated, will 
be required to achive these production figures, 
together with improved machinery, tees 
methods and increased efficiency. 


* * * 


Included in the list of 45 items of econo- 
mies enumerated by the Joint Committee on 
Reduction of Non-essential Federal Expendi- 
tures through the fiscal years 1943, 1944, and 
1945 were the following savings: $238,960,- 
000 effected when Congress, following Com- 
mittee recommendations, abolished the Civil- 
ian Conservation Corps; $646,168,499 when 
the Works Projects Administration was 
drastically reduced and placed in liquida- 
tion; $140,511,000 when the National Youth 
Administration was eliminated, and $18,- 
022,142 when Congress, accepting Commit- 
tee suggestions, reduced the operating ex- 
penses of the Farm Security Administration. 

The Committee is convinced that many 
more economies in the Federal Government 
can be accomplished. It reiterated its previous 
stand that the services of each employee, 
each bureau and each dollar expended by the 
Federal Government must be conscientiously 
weighed in its relation to the nation’s citi- 
zens who must be taxed to the degree that 
the Government fails to restrict its spending. 

Senator Harry F. Byrd, Chairman of the 
Committee, urges all ~economy-minded 
groups to participate actively in endeavors to 
curtail and eliminate wasteful expenditures 
of public funds. 


* * * 


Moral, ethical and political relativism must 
po that any system is as “‘good” as any 
other if thinking makes it so; and if basic hu- 
man “rights” are mere grants of the com- 
munity, then it can be “right” for 51 per cent. 
of the people to murder 51 per cent. if the 
majority so votes—John Chamberlain in For- 
TUNE magazine. 
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I. Annual reports should still be pre- 
pared primarily for the stockholder 


What are the main purposes of an- 
nual reports? What sort of people ever 
see these reports, to say nothing of ac- 
tually reading them? Surely these are 
the first questions to ask and to answer, 
when seeking to judge what should go 
into them. 

It seems to me that there are just four 
main groups of persons for a company to 
consider in preparing its annual report: 
first, stockholders; second, organized la- 
bor; third, the government; and fourth, 
competitors. Of these, the stockholders 
are decidedly the most important. The 
others mostly reduce themselves to 
those who are antagonistic to, or are 
competitive with, the issuing company, 
and thus require only a negative sort of 
attention. 

But the stockholders fall into several 
groups: First, stockholders may be 
either current or prospective holders of 
the corporation’s equities. Second, the 
current stockholders may be (1) mere 
investors, (2) customers buying the cor- 
poration’s products, or (3) employees, 
including labor in the broad sense of 
the term. And the prospective stock- 
holders may be sought directly by the 
corporation, or indirectly through brok- 
ers or financial’ “‘services.’” It is to be 
noted particularly and never be forgot- 
ten, that the annual reports of corpora- 
tions which go.to brokers and others in- 
terested in selling stock, are in reality 
going to prospective stockholders. 
Much the same may be said of financial 
editors and writers. 


STOCKHOLDERS Most IMPORTANT 


It is my opinion that annual reports 
of corporations should be prepared, 
therefore, with the attention at least 90 
per cent. directed to the stockholder’s 
interests. It should merely be recog- 
nized that perhaps something like 20 
per cent. of all stockholders are either 
customers or employees, and that a com- 
pany’s current stockholders are there- 
fore often associated with interests 
other than those of the mere investor. 
These other groups are sufficiently im- 


Some portions of this paper have been 
printed in the Financial World of October 3, 
1945 under:the title of “What Investors Want 
in Corporate Reports.”’—The Editor 


The Best Annual Report for 
‘Our Company” 


By Dr. Lewis H. Haney 


portant to warrant the brief attention I 
will give them in a moment. 

From the standpoint of the investor- 
stockholder, the aim obviously is to con- 
vey in a clear way adequate information 
about his investment. This is partic- 
ularly true of current investors who 
have already bought stock. But it is also 
largely true of prospective stockholders, 
although there the problems of atten- 
tion-value, interest, and sales appeal, 
have more significance. 

For the most part, I would say that 
stockholders probably prefer reports 
that convey the idea of solid investment 
merit. From their standpoint, the fe- 
ports should have plain covers, be of 
significant but not excessive bulk, be 
prepared without flamboyant newspa- 
per style, and contain the essential fi- 
nancial data which must furnish the 
basis for all investor decisions. These 
are the readers who are particularly in- 
terested in comparative data, covering 
a series of years. They want to judge 
the trend of net earnings. They are 
concerned with the policies of the cor- 
poration for maintaining or expanding 
its position in the industry, including 
research, and advertising and selling. 

Obviously, consumer-stockholders have 
a strong secondary interest in the prod- 
ucts of the corporation. They are inter- 
ested in its brands, and in the location 
of its stores, warehouses, and such. They 
may have a special interest in the char- 
acter and personality of those who man- 
age the company. In some cases, the na- 
ture of the process used may be of sig- 
nificance to the consumer, as affecting 
quality, purity, and the like. To the ex- 
tent that the company has, or desires to 
have, stockholders who are customers 
for its products, it follows that its an- 
nual report should touch adequately 
upon the foregoing matters, and it 






should be important to familiarize them 
with the company’s brands or trade- 
marks. It may be worthwhile to present 
the merits of the company’s products, 
call attention to new products, and so 
on, but only in a factual way, without 
ballyhoo. 

As to employee-stockholders, it should 
be kept in mind that in some industries 
at least, such stockholders are very de- 
sirable, since they may help to avoid 
strikes, to reduce turnover, and to en- 
courage operating efficiency. It is espe- 
cially in the interest of this type of 
stockholder that data concerning the 
number of employees, their wages and 
hours, together with any pensions or 
welfare work, should be touched upon 
in the annual report. They will want to 
know, incidentally, how their wages 
and hours compare with those of other 
companies in the industry, and perhaps 
with other industries. A brief statement 
of the company’s policies with refer- 
ence to the main labor problems of the 
day (e.g., the guaranteed annual wage, 
union maintenance, and the like) may 
be desirable. 

The recognition of the employee and 
customer groups of stockholders need 
not make much difference in corpora- 
tion reports, since neither is antago- 
nistic or opposed to the company’s pros- 
perity. The employees as stockholders 
are ripe for some real cooperation. It is 
doubly important, however, to satisfy 
the employee that the division of earn- 
ings between labor and management is 
fair, and to bring out clearly the serv- 
ices performed by the enterpriser in the 
way of skillful buying and selling, and 
meeting business risks. 

One point to note in connection with 
stockholders in general, is that they will 
be interested in economical operations, 








IT’S THE CONTROLLER’S ROLE! 


Everybody appears to be talking about better annual corporate reports these 
days and many “experts” have moved into the field. But the annual report 
should be “mainly the product of the controller’s office,” says Dr. Haney in this 
paper which he presented before the December 12 meeting of the New York 
City Control. The author, who is professor of economics at the Graduate School 
of Business Administration, New York University, presents his views with the 
same friendly frankness and understanding that he advocates should be the 
basis for a corporation’s annual report. 


—THE EDITOR 
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including economy in preparing the an- 
nual report. To have the most appeal to 
a stockholder, the annual report should 
not be impressive for its waste of space 
and use of expensive printing. Prob- 
ably it would be a wise thing to include 
a sentence or two setting forth the cost 
of the annual report, incidentally show- 
ing the insignificance of the amount in 
comparison with total income, total ex- 
pense, and total dividends. (The main 
point, however, should be to make the 
annual report so helpful to the stock- 
holder that he will not question its 
value.) 

Another point to note in this connec- 
tion is the widespread interest in the 
salaries and fees of officers, and the use- 
fulness of directors, particularly those 
who hold little stock in the company. 
In most cases, the wise thing to do is to 
show the compensation of the president 
and other high-paid officers, supple- 
menting this information with a state- 
ment as to the total salaries of those in 
executive positions, which is usually a 
relatively small item. 

As to directors and their holdings, 
the affiliations and the main outside in- 
terests of directors should be stated in 
connection with their names, and it 
should be pointed out either that they 
are the representatives of stockholders 
who do have large holdings, or that 
their ability and experience are such 
that the corporation benefits by their 
presence on the board. 


UNIONS AND GOVERNMENT ANGLES 


Insofar as the antagonistic or compet- 
itive readers of annual reports are con- 
cerned, it seems that there is no neces- 
sity for thought as to propaganda, at- 
tention value, or what not: Pictures and 
fine printing will make no difference. 
Just let the corporation be particularly 
careful, and see to it that the “facts” 
which it presents are correctly stated. 

With special reference to competitors, 
I would make the suggestion that the 
management need not hesitate to state 
fully any results of the company’s op- 
erations in which the stockholder has a 
legitimate interest. In doing this, how- 
ever, it need not tell HOW those re- 
sults were obtained, thus revealing the 
technique of its operations to its rivals. 

For example, a composite total of in- 
come, or some other item, may be 
enough, without showing details, and 
thus revealing particular sources. The 
nature of organization, processes or 
sales techniques need not be revealed, 
and are not revealed by reporting total 
sales volume. 


GUIDING VENTURE CAPITAL 


Just as the stockholder is the true 
basis for preparing are annual report of 
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a corporation, so the important job of 
the report is to get and to hold venture 
capital. Today, common stocks are the 
chief form of capitalization, and the 
bulk of the money that goes into com- 
mon stocks may properly be called 
“venture capital.” It is generally recog- 
nized that it is the position of such cap- 
ital which has been in greatest jeopardy 
through radical developments affecting 
our politics. 

The annual report, therefore, has as 
one of its functions that of interesting 
new capital in American business. To 
this end, the annual report should pre- 
sent an adequate record of the earnings 
and dividends of the company. It 
should tell the “investor” what he wants 
to know about the products and mar- 
kets that are involved. In some cases, 
something of the nature of the process 
of production and distribution should 
be made known. The more obvious and 
better-known tests of efficiency in man- 
agement should be applied, and be set 
forth in a comparative presentation of 
operating ratios. 

All this is particularly important in 
the case of “growth companies”—com- 
panies that present the so-called “‘spe- 
cial situations” which so appeal to in- 
vestors. The managements of such com- 
panies owe it to society to present to 
the investor the potentialities of the 
companies over which they preside. 
Thus they can make an important con- 
tribution toward directing the flow of 
venture capital into those enterprises 
which can best serve society. 

In this connection, the annual report 
should explain to the investor some- 
thing of the changing financial climate. 
Various industries and various com- 
panies are affected in various ways by 
discriminatory taxation, by the easy- 
money condition, by the demands: of la- 
bor, and by inflation. Each company 
has its problems in these or similar 
fields. For example, the company may 
find it desirable at times to resort to 
bank loans rather than to issues of 
stock, or vice versa. At times, it may 
be unwise to pay as large dividends as 
the earnings might seem to justify. The 
salient facts in any such outstanding 
situation, should be set forth in the an- 
nual report. 

And the annual report should be pre- 
pared with the idea of preventing mis- 
understanding, rumor-mongering, and 
the spread of false hopes and fears con- 
cerning the company’s operations. 
Where it is known that such darvers 
exist, they should be touched upon deci- 
sively, with the idea of preventing spec- 
ulative abuses. Half truth about, and 
misinterpretations of, the industry or 
the company’s business and policies, 
may seriously affect the price of its 
stock and the attitude of investors. Ac- 





curate, full, and live annual reports can 
reduce this factor. Thus, again, the 
stock market, as a machine for distribut- 
ing venture capital, may be made more 
effective in serving the social welfare. 


MANAGEMENT'S VIEWS 


At the present time, in the period of 
transition from an unaparalleled world 
war to an unparalleled world peace, it 
is particularly important to set forth the 
management's opinion concerning the 
outlook for (1) the industry and (2) 
the company. In this way, it can make 
an important contribution. Today there 
is much talk about the problem of re- 
conversion and great confusion and fear 
have existed concerning it. This could 
have been largely avoided had each 
company been able to make it clear to 
its stockholders (and those serving 
stockholders, current ofr prospective) 
that the reconversion problem is just 
thousands of little problems, each being 
solved by a particular company. 

Certainly the management should not 
hesitate to set forth both the favorable 
and the unfavorable factors affecting 
the industry in which it operates, and 
the particular company it represents. 
Corporation managements should again 
be reminded that today the position of 
private enterprise is precarious. There 
is an almost world-wide tendency for 
political majorities to experiment with 
government as a “businessman” under 
the guise of so-called democratic social- 
ism. It should therefore constantly be 
in the minds of those who prepare an- 
nual reports to present a true basis for 
comparison between the private opera- 
tions of their company and government 
operations. All costs and operating ex- 
penses should be fully stated in reason- 
able detail, lest they be forgotten by the 
would-be political managers. Obviously, 
taxes are an important factor in such 
comparisons. Also important, is the 
matter of depreciation. It is to be hoped 
that no corporation will ever regret in- 
adequate presentation of the facts about 
depreciation coming home to roost in 
the shape of unfair competition from a 
government enterprise which makes no 
such allowance. 


LEGISLATIVE SIGNIFICANCE: TAXES, 
WAGES, AND PROFITS 


The annual report owes it as a duty 
to the stockholders to keep them aware 
of the truth as to the jeopardy in which 
their equities stand. Threatening legis- 
lation and menacing labor situations 
should be frankly set forth. In dignified 


but plain language, the stockholder 


should be informed of what he, as 4 
voter, can do to help prevent the de- 
struction of his investment. 

In this connection, the matter of taxes 
naturally comes up. Any human being 
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gets tired of having the same point 
drummed into him. Nevertheless, corpo- 
ration reports should continue to set forth 
clearly the tax element in expense in a 
way that will not escape the attention of 
their stockholders. Taxes should continue 
to be compared with (1) total expense, 
(2) wages, and (3) dividends, prefer- 
ably on a comparative basis for a num- 
ber of years. In my opinion, these com- 
parisons are more significant than the 
percentage which taxes may form of the 
sales dollar. 

Since labor is so strong politically, 
and wages are such an important uncer- 
tainty, the annual reports of most cor- 
porations should be more careful to 
state the total payrolls of labor as a dis- 
tinct and plainly-marked item. The fig- 
ure should then be expressed as a per- 
centage of total operating expenses, and 
perhaps of total dividends paid. (You 
will note that I can see little good in 
showing wages as a percentage of the 
sales dollar, and think that it is apt to 
suggest erroneous ideas about the rela- 
tion between wages and net earnings, 
leading to the vicious notion of wages 
based on “‘ability to pay.’’) 

Today, the relation between wages 
and profits should perhaps be the main 
concern of the stockholder and the en- 
terpriser. (If it isn’t, Phil Murray and 
Sidney Hillman will make it so!) Re- 
cently, at the Labor-Management Con- 
ference, the employers vainly sought to 
induce labor leaders to agree on a defini- 
tion of “management,” or enterprise. 
Labor is seeking to gain a voice in 
the direction of enterprise, and to 
make payrolls share in profits. In this 
connection, seriously misleading data 
partly compiled by the government, 
have been presented, with the aim of 
magnifying profits, and exaggerating 
the productivity of labor. 

Thus it behooves the management of 
American enterprise to redouble its ef- 
forts clearly and convincingly to pre- 
sent the facts bearing on: 

1. The nature, functions, and risks of enter- 
prise. 

2. The nature, ‘function, and risks of capital. 

3. The true profits on enterprise and the in- 
terest earned on capital. 

4. The variation in total value of products 
compared with the variations (1) in payrolls, 
(2) in value of capital employed, and (3) in 
profits after taxes and interest, including in- 
terest on investment. 


II. Comprehensive balance sheets and in- 
come accounts are still the basis of 
the annual report. 

It follows from the fact that stock- 
holders are the main readers, that an- 
nual reports should be mainly the prod- 
uct of the controller’s office, not that of 
“the public relations man” or the 
printer! The annual report should be 
the controller's baby—his pride and joy. 
On this job, the public relations man, 
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artists, and printers, should work for 
the controllez, not the controller for 
them. 

The first thought that occurs to me is 
that the interests of the stockholder are 
very much the same as the interests of the 
management. The management represents 
stockholders, and the president in his 
annual report to stockholders usually re- 
fers to “your company.” Therefore, in- 
stead of kidding the stockholders, or lull- 
ing them to sleep, or trying to ‘‘interest”’ 
them on the 13-year-old level, I suggest 
that the management practice what they 
preach, and prepare the reports as if the 
stockholders were indeed the owners. 
Probably the best way to decide what to 
put into an annual report is for the chief 
executive to have a conference with his 
department heads with the idea of seeking 
guidance as to the future operations of the 
company over which he presides. Let him 
decide what information he wants, in or- 
der to get the best picture of the com- 
pany’s operations from the standpoint of 
(1) efficiency and (2) earnings. The gen- 
eral idea is that the report which is best 
for the management is also that which is 
best for the stockholders the management 
represents, the only difference being one 
of detail and method of presentation. 

Perhaps something is to be said in 
favor of the still broader idea that “the 
public’’ has some claim to know what be- 
comes of the dollars they pay for the 
produsts they buy. In any case, it may be 
a smart thing for private enterprise to let 
the public know—not only the stockhold- 
ing consumers, but all customers, perhaps 
regarded as possible stockholders. From 
this standpoint, it will bé seen that the 
annual report should begin with the gross 
income or, at least, the net sales of the 
company, and carry the total back into all 
the channels of expense and charges 
which actually distribute the proceeds of 
sales to the various factors of production 
and to the government (as taxes). 

Right here I should touch on a ques- 
tion which has doubtless been occurring 
to you—what about the ignorant or unin- 
telligent stockholder? Can you get the 
average stockholder to read the report? 
It, is my well-considered judgment that 
nothing would more surely stultify an- 
nual reports than to prepare them for 
those who cannot read or who have not 
good sense. The report should be pre- 
pared for the reasonably intelligent per- 
son. Investment requires intelligence, and 
no one can expect to remain a stockholder 
long without himself or his agent exercis- 
ing knowledge and judgment. You may 
have fun, but will waste your money, if 
in the wake of public relations experts 
and printers, you turn your reports into 
gaily colored “‘streamlined’’ Mother 
Goose primers. 

In considering stockholders, remember 
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that many of them are reached indirectly 
through financial writers, brokers, and 
services. A corporation’s “public rela- 
tions” will ever be dependent in large 
part upon intelligent financial middlemen, 
not direct contact with individual invest- 
ors. So its reports should not be prepared 
for ‘‘dumbbells.”’ 

Who starts all the recurrent criticism 
of inadequate annual reports? Is it the 
investor—the one who is to be “‘saved’’ ? 
Is it the hostile labor leader? (He doesn’t 
even want the truth.) No; it is the finan- 
cial advisor, the accountant, the economics 
professor, and the government expert, and 
it is largely these whom you must even- 
tually satisfy. They will then help the 
poor little investor. 

Again I urge you not to be too sure 
that you know what the investor SHOULD 
be given, and that all you have to do is 
to hand him insignificant or partial truths 
dished out in an “interesting” way. The 
individual investor is the only hope of 
individual enterprise. There is no hope if 
you get him interested in insignificant or 
misleading data. The problem is, I assure 
you, to find a way to interest him in the 
big important facts, not to divert him! 

If you try to fool the people, you only 
fool yourselves. 

As to those antagonistic to the company 
(labor leaders, bureaucratic radicals, and 
others) I respectfully submit that pictures 
do no good! And it is far better to give 
them the facts than to have them draw 
on their biased imaginations. As the de- 
mands of the CIO now show, it is time 
to tell the whole truth about wages and 
profits. 

CONTROLLER'S ROLE 


Needless to say, in making up the 
annual report the basic data will come 
from the controller’s office, and will be 
derived from the accounting and statis- 
tical records of the company. But the con- 
troller must work together with those 
who guide the public relations of the 
company, including relations with em- 
ployees, consumers, and the holders of 
venture capital—the current and prospec- 
tive stockholders. The president of the 
company should be responsible for such 
cooperation as is required here, and 
should regard it as one of his main jobs. 
(He will be well repaid for his effort 
through a better understanding of his 
company’s affairs.) 

In order to get the correct approach, 
the analysis should start with the gross 
income, distinguishing between sales and 
“other income,” where such income exists. 
Non-recurrent income in the shape of 
capital gains, inventory gains, and ‘‘wind- 
fall’ items of one sort or another, should 
be specifically indicated. Then, the expen- 
ses should be stated in reasonable detail. 
These expenses should especially dis- 
tinguish advertising and sales expenses, 
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and should be supplemented by entirely 
adequate details concerning the deprecia- 
tion charges, showing separately the var- 
ious kinds of property to which they ap- 
ply and the rates used. Surpluses and 
reserves should be carefully stated and 
labeled, duly distinguishing between 
earned surpluses and others. 

In all this general field of information, 
the management wants to know the par- 
ticular items which are moving, whether 
up or down. It wants to know trends, as 
a basis for the outlook. So does the stock- 
holder. : 

To this end, the idea of ‘‘turnover’’ is 
vital, and I urge that more data concern- 
ing all kinds of turnover be presented, 
and be presented regularly, consistently, 
and effectively. Depending somewhat on 
the nature of the business, the following 
items are important: 

1. Turnover of total capital used—the rela- 
tion of all the money employed in the business 
to the volume of sales. 

2. Turnover of fixed capital. 

3. Turnover of net worth. 

4. Turnover of inventories. 

5. Turnover of accounts receivable—or the 
average “‘collection period.” 

In addition, profits should be shown 
both as a percentage on sales and as a 
percentage on investment. And the per- 
centage on sales should be emphasized 
in most businesses, as giving the more sig- 
nificant expression to profits. This may 
well be supplemented by reporting sepa- 
rately a figure representing interest on in- 
vestment. There is an important differ- 
ence between “profits” and “‘interest,” 
and the controller can do inestimable 
service to free private enterprise by help- 
ing to keep separate the return due to the 
investor of capital and the return due to 
the “management,” or enterprise. 

Now, what must you show to allow the 
intelligent stockholder to understand and 
check these vital ratios and percentages. At 
the least, you must present the following: 

Net sales during the given period 
Inventories (at beginning and end) 
Net earnings 
Current position, including: 
Working capital 
Current ratio 
Cash 
Total capital employed 
Net worth 

These should be comparative, in a table 

covering a representative series of years. 


BALANCE SHEETS AND INCOME STATE- 
MENTS 


The basis for a clear account of the 
company’s business is the balance sheet, 
and the fundamental requirement is that 
the income account should ‘“‘tie into” the 
balance sheet. 

Among the more important respects in 
which the annual reports for 1944 fell 
short in their balance sheets—and in 
which those for 1945 will fall short— 
were the following: 
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The “property account’ (fixed assets) 
in many cases shows little or no detail. It 
is too common to lump together land, 
buildings, equipment, machinery, tools, 
and “properties.” Land, buildings, and 
equipment should properly be shown sep- 
arately, each with its own depreciation 
or depletion reserve. 

“Depreciation” remains an unsatisfac- 
tory item, since it is often impossible to 
find out how much is charged against the 
main items of property, and at what rate. 

The “investment account’ still leaves 
something to be desired in the way of dis- 
tinguishing marketable securities from 
others, and in showing the nature of the 
“associated” or “unconsolidated subsid- 
iary” holdings. 

“Inventories” ate often not divided 
into raw materials, goods in process and 
finished products. 





What Is YOUR Reaction? 


There is plenty of food for 
thought about corporate annual re- 
ports in these pages. The subject is 
one that has had much discussion, 
but controllers and financial officers, 
who provide the basic material for 
annual reports, have been in the 
vocal. minority. The editors of THE 
CONTROLLER will welcome letters 
discussing the various phases of this 
subject from the viewpoint of con- 
trollers and financial officers, with a 
view to publication of a cross-sec- 
tion of the letters in a future issue 
of THE CONTROLLER. 











In the matter of income statements, the 
chief shortcomings I have noted, con- 
cerned operating expenses, especially sell- 
ing expenses and non-recurring income. 
Often, no total for operating expenses was 
shown separately, though some such fig- 
ure as “‘cost of sales” may be given. Thus 
no true operating ratio can be computed. 
Of course, the main items of operating 
expense are not shown either, and rarely 
is the stockholder able to find what was 
spent for advertising and selling or “dis- 
tributing” his company’s products. Wind- 
fall gains and non-recurring sources of in- 
come should be more carefully handled to 
give a true picture of the company’s regu- 
larly-to-be-expected or normally-earned 
revenues. 

At such times as the present, there is 
apt to be a tendency to try to conceal good 
earnings. (This is natural enough when 
you think how the government and the 
CIO are hanging around trying to take 
profits away from superior enterprise.) 
Such a tendency, however, is  short- 
sighted. It has always failed and done 
harm to private enterprise in the past. 


Among the more common devices, has 
been the setting up of excessive “re- 
serves,” sometimes more or less concealed, 
especially surplus reserves for contingen- 
cies, for sinking funds, etc. This short- 
sighted policy should now be scrupulously 
avoided, and the controller can best serve 
his own office, his company, and his coun- 
try, by using his influence against it. 

Another device is to cover up inter- 
company relations. Earnings, as reported, 
may for long periods include only the 
dividends received on stocks of subsidi- 
aries held, which dividends may be only 
a small part of the subsidiaries’ total net 
earnings. “Other income’’ is apt to be a 
blind spot in the corporation report, to 
say nothing of the item, ‘minority inter- 
est” in the holding company’s subsidiary. 

I would say that the two most import- 
ant points, however, are (1) the valuation 
of assets, fixed and current, and (2) the 
reserve for depreciation and depletion. 
As I wrote in 1930 in the proceedings of 
the American: Statistical Association, ‘If 
we could know what the approximate true 
value of the property is (including inven. 
tories), and the equity of the common 
stock therein; and if we could know that 
the depreciation account represents an 
honest and skillful attempt to maintain 
the property (and no more), we would 
perhaps be able to solve 50 per cent. of 
the troubles that now confront the in- 
vestor or the statistician who deals with ac- 
counting data.” How much improvement 
has there been in the last fifteen years? 

In this connection, I would mention 
standardization and continuity in prepar- 
ing accounting data and reports. The 
terms used, and the form in which the 
data are presented should be highly stand- 
ard, and should be presented from year 
to year as nearly as possible in the same 
form. Frequent changes make continuity 
of analysis, and effective checking by the 
analyst, difficult if not impossible. 


III. To be effective, the accounting and 
statistical data must be comparative, 
clear, and as interesting as possible. 


No matter how skillfully and consis. 
tently the annual report. is directed to a 
definite par pose, and how adequate the 
accounting data and statistics are, it is lit- 
tle good unless it is read and understood. 
Therefore, it is almost as important thal 
the report be clear and interesting, as that 
it be prepared at all. 

It is a “must” for all annual reports that 
they be comparative. A sad commentary 
on the intelligence of the average Ameti- 
can businessman is the fact that so many 
reports are essentially non-comparative. 

Business fluctuations are such that I do 
not think that comparison between only 
two years is sufficient. Probably the com- 
parison should cover at least the period of 
an ordinary business cycle, say four years. 
In many cases, ten years would be better. 
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Nor is it sufficient to present a detailed 
balance sheet and income account for one 
year, and then merely to supplement it 
with a few “curves” or tables represent- 
ing the movement of two or three items 
over a series of years. This still leaves 
most of the information entirely without 
comparison. 

Moreover, the use of comparative data 
should be facilitated and be made more 
effective, by presenting the percentages of 
increase or decrease for each of the years 
covered. This may help to avoid misinter- 
pretations. 

As a basis for comparison, statistical 
information is highly important. There 
should be tabulations—not charts or 
curves—showing the main statistical bases 
for some such period as ten years. Any 
intelligent stockholder would want to 
know how the sales of his company have 
moved over a ten-year period. Then he 
would want to know the main items 
which were responsible for the variation. 
Next he would want to know how the net 
earnings had moved over the same period, 
and then he would want to know what 
the trend of the operating expenses had 
been. Finally, he would insist upon a 
table showing the movements of the oper- 
ating ratio (ratio of earnings to expen- 
ses), earnings per share, and dividends 
per share. 

Use OF CHARTS 


The foregoing brings up the use of 
charts. Charts may be used most effec- 
tively in showing the trends of things— 
items which have a significant movement 
from year to year. These include net sales, 
net earnings, and dividends. They may 
also well include gross income, total ex- 
penses, wages, salaries, and taxes. Under 
the heading of charts come maps, and 
these are desirable in many cases to show 
the location of a.company’s plants, agen- 
cies, or stores. 

The best kind of chart is one which 
clearly reflects movements and shows the 
rate of change from year to year. For the 
purpose of emphasizing the direction of 
movement or trend, the simple, straight, 
solid line, drawn from point to point, is 
most effective. If, however, the purpose 
be to emphasize the amount or quantity 
at each point (that is, each year), a verti- 
cal bar is best, one for each year. (These 
bars may be connected by a line, or not.) 
The bar is especially good when the 
amount for each year is to be broken 
down into parts, as when total expenses are 
distributed into wages, taxes, and the like. 

It is to be emphasized that this ques- 
tion is not a matter of merely “interest- 
ing” the reader of the annual report. It 
is primarily a matter of truth, and the ef- 
fective presentation thereof. The purpose 
of the report is stultified when the chart 
is used in such a way as to distract the 
attention of the reader from the informa- 
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tion which the chart gives. The prevalent 
use of piles of dollars or other objects, 
and the presentation of human figures, 
from that of Uncle Sam up or down, is to 
be deplored, because of the inaccuracy of 
the picture they give, and the tendency to 
divert the reader's attention from the 
quantitative results shown in the chart. 
Would any corporation president or con- 
troller want to make a measurement in his 
work shop, or on a map, by using the cut- 
out figure of a laborer or a pile of phoney 
money ? No, he would want a straight line 
and a sharply defined point. 

There is some tendency just now, in a 
few cases, for annual reports to go to the 
extreme in the use of pictures and colored 
charts. Their excessive use may carry un- 
pleasant suggestions of sales promotion, 
advertising, propaganda, and what not. 

The annual report should be well 
printed on good paper. (I have seen some 
that suggest a lack of success.) On the 
other hand, ostentation or garish ‘“‘art 
work” may suggest a lack of judgment and 
sincerity on the part of the management. 

The report should be big enough (have 
enough bulk) to suggest that an honest 
and complete job has been done. Inciden- 





Re: Controller’s Signature 


Dear Dr. Haney: 


For some years, we of The Institute have 
noted with interest the gradual but definite 
trend toward an increasing use of the control- 
ler’s signature in the pages of the corporate 
annual report. I would like to ask if you 
would care to supplement your excellent paper 
on annual reports with your thoughts as to the 
desirability of the controller’s signature ap- 
pearing in the annual report, particularly in 
view of his primary responsibility for the fig- 
ure-facts which are the basis of the annual cor- 
porate report. 

I am sure your observations will be valued 
by the controllers and financial officers who are 
members of The Institute and the many other 
readers of THE CONTROLLER. 


Sincerely yours, 


PAUL HAASE. 
December 13, 1945 


Mr. PAUL HAASE, 
Managing Editor, THE CONTROLLER 

As the importance of the basic figures of the 
annual report becomes more widely appreci- 
ated, it may be well to have that part of the 
report in which they appear signed by the 
responsible officer, presumably the Controller. 
These data might be presented in the form of a 
report by the Controller to the Board of Di- 
rectors or to the President. It is my thought 
that as the report is made more interesting it 
may lose some of the superficial appearance of 
accuracy and authenticity that attends a bare 
column of figures in black and white. In this 
event, the Controller’s signed statement as to 
the adequacy and accuracy of the figures would 
help. Incidentally, this practice would not only 
increase the confidence of the reader, but also 
the interest and feeling of responsibility of the 
Controller's office. 

Very truly yours, 
Lewis H. HANEY. 


December 19, 1945 
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tally it should be reasonably impressive in 
appearance. This means that it should 
have more than ten pages, preferably 
twenty-five. It should usually be about 
eight by ten inches in size. 

Reports of ten pages or over should 
have some sort of index. 

A touch of the individuality and char- 
acter of the company should be found in 
each report, beginning with the cover. It 
is good to find on the cover something in 
the nature of a trademark, a seal, or a 
picture or cut of the company’s plant— 
something to identify it in a dignified way, 

The tone of the corporation report is 
important. Above all, note that the annual 
report should be by somebody to some- 
body. In part, at least, it should be from 
“me” to “you.” It should be signed by 
the president, or similar official, and 
should say “I.” It should be to the stock- 
holders, and it should refer to “our com- 
pany.” “I report to you concerning our 
company’’—that is the idea. In short, the 
report is prepared by a responsible officer, 
and since the responsible officer should 
have an interest in the company, he 
should be able to say with a straight face 
“OUR company” rather than “YOUR com- 
pany.” 

In line with this thought, it is usually 
well to present a photograph of the presi- 
dent, and probably photographs of the 
directors, 

In conclusion, I am impressed with the 
idea that the corporation’s annual report 
ought to be the best of all sources of in- 
formation about the corporation. It should 
be something which the current stock- 
holder will desire to keep for reference. 
It should be something which will be pre- 
sented to prospective new stockholders 
as the best evidence concerning the desira- 
bility of the company’s stock. The annual 
report should be a sort of year-book, which 
those who receive will desire to retain. 

To this end, of course, it is well to 
make it attractive. (One does not lightly 
throw into the -waste basket a sizeable 
pamphlet which is well printed on high- 
grade paper.) 

But “art work” will not do it. The 
annual report is not a calendar, to be hung 
on the wall. It is a source of data to be 
filed. It should contain all the information 
that is necessary to get a good general un- 
derstanding of the company’s affairs and 
the trends therein. It should contain the 
data on the industry which are essential 
in judging the desirability of an invest- 
ment therein. It should contain data con- 
cerning the company’s directors and offi- 
cers. which would be useful for reference. 
Above all, it should contain such tables 
and comparative statistics, and such a 
comprehensive balance sheet and income 
account, that no one who might desire to 
understand the company’s operations 
could be without them. 











What the Revenue Act of 1945 
Did and Did Not Do! 


Discussing the recent tax reduction leg- 
islation I would like to start by indicat- 
ing what the Revenue Act of 1945 did 
not do. There was so much in the news- 
papers on what was going to be done— 
and that did not get done—that it might 
be wise to consider that at the outset. 

First, nothing was done about section 
722, the relief provisions of the excess 
profits tax; despite the fact that every- 
body admits that they are not working 
and that something has to be done about 
them. We are told, and the reports in the 
Congressional Record indicate, that there 
is a great deal of controversy on the floor 
of Congress about what should be done 
with 722. Should Congress pass a Resolu- 
tion of Intent? Should it indicate in a 
joint resolution what it wanted to do with 
the relief provisions? Or should it take 
the whole thing away from the Treasury 


Department and out of the Tax Court | 


and give it to an independent body to 
settle ‘on the basis of negotiated settle- 
ments ? It is something that the politicians 
are talking about. To me it is something 
that business men ought to be talking 
over and about which they should formu- 
late some rather definite ideas and take 
some steps to put their ideas across. 

Another thing that they did not do 
anything about was the double taxation of 
corporate income (the question which 
turns up in nearly every tax discussion of 
prospective legislation) and yet about 
which nothing gets done. A lot of differ- 
ent schemes have been propounded for 
the elimination of the dual taxation; no- 
body has done anything about them yet. 
That is something else about which busi- 
ness men, as such, should not be waiting 
for someone else to make up their minds. 
In their business organizations they 
should be deciding what should be done 
to eliminate this dual taxation of corpo- 
rate earnings which forces artificial busi- 
ness structures so many times to avoid the 
particular situation. 

Nothing was done about capital gains 
and losses, although it is anticipated that 
the next revenue act will lengthen the 
period before capital assets are “‘long- 
term.” As corporate officers, most of you 
may not be interested in that particular 
feature. As individuals, you may. You 
may have securities which right now are 
“long-term” because you have held them 
seven or eight months. Hold them until 
January and you may find that they are 
“short-term” for 1946, because Congress 
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seems reasonably certain to prolong the 
period to at least one year rather than six 
months. 

Nothing was done about depreciation, 
although quite a bit has been done in ac- 
tual practice recently. 

There was a great deal of discussion in 
the newspapers about an increased excess 
profits tax specific exemption for 1945. 
In fact, the House tried to put it in. That 
was not enacted. 

There has been an effort to get rid of 
the normal tax on individuals. The Secre- 
tary of the Treasuty suggested such elimi- 
nation in his report but that was not 
done; although in the discussion of what 
was done we can see how Congress tried 
to jump over that little hurdle. 

Something else -which you waited for 


' patiently as corporate executives and off- 


cials and which did not happen was the 
putting of a termination date on the ex- 
cise taxes. The House tried to terminate 
them by the middle of 1946, but all 
that happened was that such taxes termi- 
nate six months after the termination of 
hostilities. 


INDIVIDUAL ANGLES 


As to individuals, they now give us the 
same dependency credits for normal tax 
that we had for surtax. That is a step 
toward getting rid of this normal tax 
situation. The same $500 dependency 
credit applies to both taxes. They did re- 
duce the surtax rates in each bracket by 3 
per cent. and they did put a 5 per cent. re- 
duction on both normal and surtax. That 
is not 5 per cent. per bracket; rather 5 
per cent. of each tax after it is computed. 
They naturally adjusted the optional tax 
table to take care of those reductions in 
surtax rates. 

And they did something else that 


maybe some of you were interested in: 
reduced the maximum effective rate of 
that little section that says that the total 
surtax and normal tax shall not exceed so 
much of a percentage from net income. 
They reduced that from 90 per cent. to 
8514 per cent. The overall effect—to save 
you the trouble of figuring out whether 
that applies to you personally or not—is: 
the old 90 per cent. rate become effective 
somewhere around $264,000 of ,net in- 
come; the present 8514, per cent. rate be- 
comes effective at slightly in excess of 
$2,000,000 of net income for the year. 

The new law changed all the withhold- 
ing schedules somewhat to take care of 
the tax reduction, and made one little 
change on the withholding statement. 
Most of you have noticed it by now; 
those that have not will need to watch it. 
The withholding receipt, which you used 
to have, now becomes a withholding 
statement, and the reason for that is that 
you have to send the government a with- 
holding statement for an employee even 
if you did not have to withhold, but if 
you would have had to withhold if he 
only had one dependency credit. 

One thing to keep in mind which 
seems to me extremely important, con- 
cerning individual taxes, is the fact that 
rates are going down the first of January, 
1946. There is an advantage to keeping 
income out of the hands of individuals to 
the extent that it can properly be done, 
until 1946. 

I am not going to go all out and list all 
of the things that you might do, but the 
two obvious and logical things—declara- 
tion of dividends at the end of the year 
1945, payable in 1946, and possible post- 
ponement of bonus payments until 1496— 
may save someone a little bit of money, 
and they could possibly wait a few days 
in order to get it. 





planning for early passage. 





CHANGES COMING UP 


Although the two major tax acts of 1945 provided worthwhile changes, they 
did not cover all the points which have been considered desirable in postwar tax 
legislation. Mr. Richardson’s present analysis covers the second of the 1945 bills 
which has also been called the 1946 tax reduction law. The author, who pre- 
sented these observations at the December 6 meeting of the Philadelphia Con- 
trol, is a resident partner of Lybrand, Ross Bros. and Montgomery, certified pub- 
| lic accountants, New York. His opening paragraphs will focus attention on the 
| things left undone which Congress should consider in the bill which it is now 


—THE EDITOR 
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What did the act do for corporations ? 
First, it did reduce the surtax; reduced it 
four percentage points in the up to $25,- 
000 bracket; in other words, from 10 per 
cent. to 6 per cent. on the first $25,000; 
and reduced it from 16 per cent. to 14 per 
cent. in the over $50,000 bracket. That 
was pretty well discussed in the papers 
and I presume everyone is acquainted 
with that little reduction. 


CORPORATE ANGLES 


As we all know by this time, the excess 
profits tax was repealed effective January 
1, 1946; and, for fiscal years, a computa- 
tion was provided which taxes only that 
portion of the fiscal year income falling 
within the year 1945 on a time basis. The 
important factor is, of course, that we 
have not gotten away from all our com- 
putations on excess profits tax in 1946 
at all because the carry-back remains—the 
greatest Federal subsidy that has ever 
been contemplated, apparently. If we do 
not do any more business in 1946 than 
most concerns claim they are going to be 
able to do, we are going to have the 
greatest Federal subsidy that we have ever 
had. All of the computations will have to 
be made, presumably. Whether there will 
be a requirement of the filing of a return 
I do not know, but presumably if you 
want the effect of a carry back, you are 
going to have to show the computation of 
the carry back, which means that you are 
going to have to complete practically an 
excess profits tax return, in all probability. 

One thing that I would like to point 
out about this repeal may be of interest to 
those of you who file consolidated re- 
turns, because the repeal is not effective 
until the year 1946 and the Commissioner 
does not have to issue regulations until 
that year with regard to how this carry- 
back is going to operate where there is a 
consolidated return or has been a con- 
solidated return. But do not forget that 
for the whole period of the excess. profits 
tax imposition, the Commissioner has 
very cagily managed to get regulations 
out just about the 14th of March, or very 
close to it. It is perfectly possible that the 
regulations now can be amended so that 
if you file a consolidated return for 1945 
you will be agreeing to some statement 
that appears therein as to how you arte go- 
ing to trgat carry-backs from the next year 
on a consolidated basis. 

Just as a precautionary measure, before 
you file a consolidated return for 1945, 
you had better check whether there is 
such a thing that gets its way into the 
regulations just about the time you start 
to mail in your return. 

There are, of course, any number of 
problems as to how this carry-back is go- 
ing to work on consolidated returns but 
there would be little advantage in talking 
about them now as such discussion would 
be all pure conjecture. 
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There is the matter of technical pro- 
cedure to keep in mind. They did extend 
the statute of limitations for filing claims, 
which was obviously necessary if you had 
carty-backs from 1946 and did not have 
any 1946 excess profits tax. They had to 
extend the statute, and they did it by giv- 
ing you to the 15th day of the 39th 
month after the close of the year for 
which there would have been a return 
had there been an excess profits tax. You 
will not need to use the changed limita- 
tion for a while, but you may want to 
keep it in mind. 


Excess ProFir TAX REPEAL 


With regard to the repeal of the excess 
profits tax, you are not getting out of a 
lot of reporting of excess income and 
argument about costs in some few cases, 
because the Vinson Act and the Merchant 
Marine Act, the profit-limiting features 
of which were suspended during the im- 
position of the excess profits tax, auto- 
matically come back into existence again. 
But in that connection, something you 
might also watch is the way in which 
these acts were amended. The suspension 
of the Vinson Act limitation was for 
those years, or for any contracts entered 
into during those years, in which there 
was an excess profits tax imposed. The 
Vinson Act provisions themselves were 
applied pretty much on a basis of the year 
in which the contract was completed. If 
you have a contract which might come 
within the Vinson Act but which was 
started in 1945, a year in which there was 
an imposition of an excess profits tax, and 
completed in 1946, even though the Vin- 
son Act applies on completion, it’ was 
eliminated for contracts started when 
there was an excess profits tax, so that 
particular contract might stay out of both 
excess profits and the Vinson Act. 

Naturally, in eliminating the excess 
profits tax, they eliminated all those tech- 
nical provisions all the way through that 
referred to the credit for income subject 
to excess profits tax. Some of you, in your 
own particular business, may have a com- 
pany that has a lot of tax-free interest, 
and that has a lot of dividends, to the 
point where the 85 per cent. dividend 
limitation may work. Congzess apparently 
made a mistake in repealing all of those 
subprovisions about the excess profits tax 
because the way the Code now stands for 
surtax purposes, the same limitation ap- 
plies on your 85 per cent. credit as applies 
for normal tax purposes. Putting that dif- 
ferently, even though partially tax-free 
interest is subject to surtax, it is not in- 
cluded when you figure the 85 per cent. 
limitation on dividends ‘received. The 
manner of change was apparently a mis- 
take. Maybe Congress will correct it, but 
right now those who have a large amount 
of dividends and a large amount of par- 
tially exempt interest are getting stuck. 
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There is another little feature involved 
in the repeal of the excess profits tax and 
in the retention of the carry-over as ap- 
plied to fiscal years. That is the fact that 
each time we have had these split year 
computations, the government has either 
issued an incorrect form for fiscal year 
corporations or it has not issued any form 
at all. Now again we have a computation 
for fiscal years under two different acts. 
For normal and surtax purposes you make 
two computations, under the two acts, 
and then make a pro-ration. For excess 
profits tax you have only one computation 
and then a reduction of that amount on a 
time basis. But where you have a fiscal 
year, which for some reason is less than a 
full year (and that will happen many 
times now where new businesses are start- 
ing up in 1945 and will end their year on 
a fiscal year basis sometime during 1946) 
while you will have to annualize the in- 
come for excess profits tax purposes, there 
is a serious question as to whether you 
have to annualize for purposes of normal 
tax and surtax. 

Most of you ate acquainted with the 
fact that the increased excess profits tax 
speqfic exemption which the Tax Adjust- 
ment Act put in for fiscal years, the Rev- 
enue Act of 1945 took out again, so that 
for the 1945 excess profits tax portion of 
a fiscal year return there is no increased 
exemption. It stays down where it was. 


CAPITAL STOCK TAX ACCRUALS 


While they were repealing, they re- 
pealed the capital stock tax. But they left 
us a wide-open field on one question for 
one year. Nearly everybody started “‘ac- 
cruing” the capital stock tax. On a regu- 
lar accrual basis there is one half a year's 
accrual in, despite this repeal, because a 
company tried to run on a sound account- 
ing basis. However, the tax authorities 
have tried to keep everyone on an “ac- 
crual on July 1” basis. 

We now have the Budd International 
case, in which it was decided that the 
Treasury was right, and a taxpayer could 
only accrue the whole year’s tax which 
would be due the succeeding year on July 
1. Under that case the 1945 Federal re- 
turn would have no capital stock tax de- 
ducted because the tax was repealed June 
30, 1945 and there will be no tax to pay 
any next year. In the Atlantic Coast Line 
Railroad case it was held that if a tax- 
payer consistently followed the practice of 
accruing the capital stock tax on a pro- 
rated basis, that was perfectly proper and 
it could continue to do so. Your problem 
is now: If you do have in your expense 
accounts a Federal capital stock tax in 
1945, can you convince the Treasury that 
the Atlantic Coast Line Railroad case is 
right, and the Budd International case 
does not apply because you have been 
consistently on an accrual basis. 

They also repealed the declared value 
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excess-profits tax that was a complement 
to the capital stock tax, and at the same 
time enacted a very dainty provision with 
regard to war loss recoveries. Anybody 
that has a war loss recovery, in this last 
year of declared value excess-profits tax, 
has a tax rate on such war loss recoveries, 
for declared value excess-profits tax pur- 
poses, of 11/4 per cent. By this time pre- 
sumably everyone has figured out what 
was intended to be accomplished by a rate 
of 114 per cent. It is the amount which 
would have had to be paid in capital 
stock tax in order to get enough value to 
eliminate the war loss income from de- 
clared value excess-profits tax. For each 
$100 of income it would have been nec- 
essary to declare a value of $1000 at a 
cost of $1.25 for each $1000. The tax is 
therefore set at $1.25 for each $100 of 
presumably unexpected income. 

There should also be pointed out, but 
not discussed at any length, the fact that 
an enormous amount of change took 
place in the treatment of the income of 
service men. Discussion to any extent 
does not seem justified because the pres- 
ent provisions are probably not going to 
last. Congress is probably going to do it 
all over again in 1946. They have gotten 
the provisions too confused for anyone 
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to quite be sure what they mean. They 
have provided for a series of postpone- 
ment dates, with the privilege of spread- 
ing twelve quarterly payments over three 
years, which payments begin upon any 
one of several different dates, depending 
on when a serviceman might get out of 
the service, and then there is added a 
little clause at the end that none of those 
dates should be earlier than the 15th day 
of the third month after the termination 
of hostilities. So that nobody knows 
whether the dates exist or do not exist, 
and whether May 15, 1946, which is one 
of them, will really ever be operative for 
this purpose. 

The social security tax rate was re- 
tained at 1 per cent. for another year. 
How much longer that is going to go on 
is doubtful. By the time Congress gets 
through with any contemplated socializa- 
tion of medicine—if the President will 
forgive me for mentioning it that way— 
we will see the last of the 1 per cent. so- 
cial security tax in all probability. 

To complete the discussion of changes 
made, Congress did also extend the time 
in which income from the discharge of an 
indebtedness will not be subject to tax if 
certain adjustments to basis of assets are 
made. 


Limited Price Variety Store Profits 
and Expenses in 1944 Surveyed 


Expenses and Profits during 1944 of Limited 
Price Variety Stores, both chain and independ- 
ent, constitute the subject of a recent survey 
by Elizabeth A. Burnham, Assistant Professor 
of Business Administration at Harvard Uni- 
versity. The report, which is Bulletin No, 123 
in the series of the Bureau of Business Re- 
search, Graduate School of Business Adminis- 
tration, Harvard University, brings up-to-date 
figures which have been prepared for fourteen 
consecutive years. For the second time figures 
for independent variety stores are provided in 
addition to data for chains. The research was 
carried on through the cooperation of members 
of the Limited Price Variety Stores Associa- 
tion which also provided funds essential for 
defraying the cost of the research. The conclu- 
sions and opinions expressed in the report 
however, are the complete responsibility of 
Professor Burnham, it is pointed out. The study 
includes many tabulations of sales, margins, 
expenses, earnings and supplemental data. A 
summary of the Sighlights of the report, which 
is available from the Bureau of Business Re- 
search, Harvard Business School, Soldiers Field, 
Boston 63, Massachusetts (price $1.50), fol- 
lows. 

In the face of increasing scarcities of many 
types of merchandise, the 37 reporting variety 
chains expanded their sales in 1944 by ap- 
proximately 6 per cent. over 1943. The total 
volume realized in 1944 by those firms in 
their 5,279 stores was $1.4 billion, or more 
than 85 per cent. of the estimated total variety 
chain sales in the United States. 

The 6 per cent. sales growth compares with 
a 7.4 per cent. rise in total consumer expendi- 
tures and a 10 per cent. to 12 per cent. increase 
in department store sales. The evidence sug- 
gests that the somewhat more moderate sales 
growth in the variety field resulted partly from 
a “trading up” among the customers and partly 
from scarcities of low-end merchandise. For 


instance, sales of apparel, in relation to total 
sales were less important than in 1943, while 
substantially better volume was attained in 
such lines as ready-to-wear accessories, station- 
ery, games, books, and toys. 

The change in sales emphasis to merchan- 
dise characteristically carrying high markons, 
and lowered shortages and markdowns, pro- 
duced higher gross margin percentages in 1944 
than in prior years. At the same time total 
dollar expense did not increase to the same 
degree as volume rose, and hence percentage 
costs declined. As a consequence total expense 
including interest averaged somewhat less 
than 28 per cent. of sales, and net earnings 
after sundry income and deductions amounted 
to approximately 11.5 per cent. of sales. 

A large share, roughly two-thirds, of these 
earnings was paid out in state and federal 
taxes on income and excess profits, leaving 
3.8 per cent. of sales as net earnings to cover 
dividend and surplus requirements. The com- 
parable figure in 1943 was 3.92 per cent. 
The earnings after taxes amounted to 9.83 
per cent. of net worth, a figure practically 
identical with the 9.8 per cent. reported by the 
National City Bank of New York for 1,327 
leading manufacturing corporations in 1944. 

Average dollar inventories per store were 
about 15 per cent. lower at the end of 1944 
than at the end of 1943. Declining stocks were 
a characteristic of the late summer and autumn 
months in 1944, and, in general, chains faced 
the heavy seasonal demand of December with 
inventories sufficient for about 45 days. The 
annual reports Of several leading chains dis- 
closed that the companies as a matter of policy 
were purchasing with caution substitute mer- 
chandise which might fail to sell as better 
civilian merchandise became available. 

There was little net change in the number 
of stores operated between 1943 and 1944, and 
for the most part the operations were carried 


out in the same locations as in the earlier year. 
New information assembled on tenancy ar- 
rangements indicates that for 25 reportings 
chain, operating 4,897 stores, 10.0 per cent. 
of the store property was entirely owned by 
the chains while in more than 88 per cent. of 
the cases the stores were leased, usually from 
outside landlords. More than half the leases 
involved flat rental payments or flat rentals 
plus taxes or plus taxes and insurance. Many 
chains, however, particularly the large organi- 
zations, had percentage leases or modified per- 
centage leases in some of their stores. Tenancy 
cost payments which always constitute an im- 
portant part of the total operating costs of 
variety chains, in 1944 averaged for all report- 
ing chains 6.73 per cent. of sales or almost 
one-fourth of the total operating expense in- 
cluding interest. It was exceeded only by pay- 
roll which amounted to 14.89 per cent. of net 
sales and by taxes on income and excess profits 
(not included in operating expense) which 
amounted to 7.65 per cent. of sales. 

The medium-size chains tended to obtain 
greater sales increases from 1943 to 1944 than 
did the large chains. This situation quite pos- 
sibly reflected differences in demand in vari- 
ous regions. The results of the national chains 
may have been influenced, for instance, by the 
relatively less favorable markets in the New 
England and Middle Atlantic areas where 
many of their stores are located. 

The study reveals some interesting contrasts 
between large and small chains. New data 
available for the first time in this report dis- 
close that payments to executives in dollars 
averaged $35,000 per executive in chains with 
sales of more than $25,000,000, while in firms 
with sales of $2,000,000 to $25,000,000 the 
corresponding figure was $15,000. The large 
chains, however, by virtue of their substantially 
greater sales, incurred lower percentage ex- 
penditure for adminstrative and general ac- 
counts than did the medium-size chains in 
1944. The advantage of large volume appeared 
chiefly in the payroll item. Despite the fact 
that executive payments in dollars averaged 
higher, the additional volume secured was suf- 
ficient to result in total percentage payments 
to executives of about one-third the size of the 
corresponding costs for moderate-sized chains. 


INDEPENDENT STORES 


The averages based on figures for 43 report- 
ing independent variety stores shed light on 
the ability of independent management to 
capitalize on favorable business conditions. In 
these stores, primarily operated by partner- 
ships or proprietorships, sales typically in- 
creased more than 18 per cent. from 1943 to 
1944. The average sales per store in the lat- 
ter year was $56,495. About one-third of the 
sales was realized as gross margin, and final 
earnings before income taxes averaged more 
than 11.5 per cent. of net sales and between 
one-fourth and one-third of net worth. 

About three-fourths of the reporting inde- 
pendents were members of voluntary chains. 
Examination of the data for all the firms dis- 
closed little significant variations between the 
results for members of voluntary chains, on the 
one hand, and the results for firms without 
such affiliations, on the other hand. 

For 35 independent firms providing detailed 
balance sheets, net worth including real estate 
equity typically amounted, at the beginning of 
the year, to somewhat more than one-quarter 
of net sales for the year. Earnings during the 
year increased the proportion to more than 
one-third. Commonly a firm with annual sales 
of about $35,000 began the year with an in- 
vestment other than in real estate of about 
$10,000, while a firm with sales of roughly 
$85,000 began the year with an investment of 
$25,000. 

Reporting independent firms increased their 
inventory investment between the end of 1943 
and the end of 1944, a situation contrary to 
that found for the variety chains. 





inc 
and 
day 
mai 
the 
ula: 
ince 
hav 
to : 
sigt 
ber 
ical 
can 
sati: 
of 

pect 
Thu 
mer 
and 


wee 
valu 
cent 
ing 

just 
thor 
cent 
rece 
men 
valu 
tere: 
time 
of tl 
be a 
feret 


bonc 


ing | 
said 

too | 
and 

knov 
ratec 
clouc 
zon. 
persc 
to an 
not ¢ 
Subs. 
work 
dusts 
tion 


for t 
was | 
Merc 
of a 
word 


Thr 


ists 


lis- 
ars 
‘ith 
‘ms 
the 
rge 
ally 
ex- 


in 
red 
fact 
zed 
uf- 
nts 
the 


ins. 





Guaranteed Wages: 
An Economic Analysis 


The desire for continuous wages and 
income is a legitimate desire. A man 
and his family must consume day by 
day, year in and year out, whether the 
man works or not. They can adapt 
themselves better to a modest but reg- 
ular income than to a high but irregular 
income. Furthermore, a man should 
have continuous employment in order 
to sustain the feeling of belonging, of 
significance and of being a useful mem- 
ber of society; if he is thrown period- 
ically into the disemployed camp, he 
cannot be expected to have that “job 
satisfaction” consistent with the dignity 
of the individual and cannot be ex- 
pected to be loyal to our way of life. 
Thus continuity of productive employ- 
ment is essential for both psychological 
and physical reasons. 

If a man steadily draws $30 every 
week, he has a job with the equivalent 
value of a $55,000 investment at 3 per 
cent.—because if he had $55,000 draw- 
ing 3 per cent. his income would be 
just about $30 per week. If one had a 
thousand dollar bond bearing 3 per 
cent. and sometimes the interest were 
received and at other times the pay- 
ments were skipped, one would not 
value the bond at par value. If the in- 
terest payment were skipped several 
times one might write down the value 
of the bond to zero. Can the workman 
be asked to look upon his job any dif- 
ferently than we would look upon that 
bond ? 

A leading manufacturer, in explain- 
ing the origin of his annual wage plan, 
said that management expects a little 
too much in asking that labor be loyal 
and faithful, when factory workers 
know that they are the first to be sepa- 
rated from the establishment if business 
clouds begin to appear upon the hori- 
zon. That man had noted that office 
personnel is generally loyal and faithful 
to an organization while the same could 
not always be said of all plant workers. 
Subsequently he saw distinct benefits to 
worker morale and improvement in in- 
dustrial relations as a result of institu- 
tion of the annual wage plan. 

The deep psychological foundation 
for the demand for the guaranteed wage 
was analyzed by Elmo Roper (American 
Mercury, February, 1944) on the basis 
of a decade of opinion polls in these 
words: 


Three times as many workmen believe 


By Dr. Emerson P. Schmidt 


that guaranteed annual wages are “impor- 
tant” as those who believe that a voice for 
labor in management is “important”... . 
steady employment is a paramount considera- 
tion to ten times as many workers as is high 
pay and to 25 times as many as is “short 
hours.” 


This much may be accepted by all. Is 
the guaranteed wage an appropriate 
means to this end? 


THE EssENCE: NoTIce OF LAY-OFF 


American business is operated on the 
basis of both short-term and long-term 
contracts. Raw materials, fuel, power, 
containers and other supplies can be 
contracted for as required from time to 
time, or the necessary quantity may be 
contracted for in advance for varying 
periods—a month, several months or a 
year. Capital may be secured on a basis 
of guaranteed interest (loan capital) or 
on a basis of anticipated earnings 
(equity financing). Part of the capital 
is secured through loan in order to get 
it as cheaply as possible. The investor 
trades a low return for preferred se- 
curity. 

Labor is generally hired under “a 
contract at will.’* The employer or the 
worker may terminate the relationship 
at any time. This does not mean, it 
should be said, that our 40 million 
workers live in daily dread of being 
jobless tomorrow. Even in the worst 
depression some 75 per cent. of our 
work force remained on the job. But 
a goodly number of persons, especially 
those with low seniority or those in 
highly seasonal industries as well as in 
industries subject to severe cyclical fluc- 
tuations, are none too sure what the 
next week, month or year may bring. 

The worker’s overhead costs of liv- 
ing—his rent or mortgage and tax pay- 
ments, his fuel, his food and public util- 


ity bills—must be paid whether he 
works or not. 

The basic idea underlying the guar- 
anteed wage is that the employment 
“contract at will” should be converted 
into a contract which specifies a stated 
period of employment. The employer 
would contract to furnish the worker 
with a stated number of days, weeks or 
months of work. If the guarantee pe- 
riod is 12 months, we speak of an an- 
nual wage. Thus we may look at the 
guaranteed wage from another angle: 
It is an agreement by management to 
furnish the worker with an advance no- 
tice of lay-off—a week, a month, several 
months or a year. Viewed in this light, 
we remove some of the mystery of the 
guaranteed wage. 

If we stopped talking about annual 
wages or even guaranteed wages, and 
simply talked about ways and means of 
hiring more of our workers under an 
agreement through which management 
committed itself to furnish more ad- 
vance notice of lay-offs to more of its 
men, we would take the mystery out of 
the idea and would make more progress. 
This does not mean a cut and dried for- 
mula; rather, each employer by examin- 
ing his own operations over the last 
decade or two could discover how far 
he can go in such a commitment. Some 
of the workers hired by the hour or by 
the day might be assured of a week’s 
work, those hired by the week might be 
assured a month’s, and so forth. Looked 
at another way, employees with con- 
tinuous service for a decade might be 
guaranteed continuous employment, 
those with half as much continuous 
service might be guaranteed 40 weeks . 
of work, and so on. 

Because of the interrelations between 
guaranteed wage plans and employment 
stabilization, these two aspects of the 





is being discussed. 





THE FACTS BEHIND THE GUARANTEE 


Management's sustained wage-paying capacity depends upon the customers 
and the solvency of the enterprise and not upon the size of the boss’ pocket- 
book, Dr. Schmidt, who is director of the Economic Research Department of the 
Chamber of Commerce of the United States, emphasizes in this paper which he 
presented before the November 8 meeting of the New York City Control. Al- 
though that view is expressed in Dr. Schmidt's concluding paragraph, it is one 
that should be kept well to the fore whenever the subject of guaranteed wages 


—THE EDITOR 
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problema are related. Broadly these in- 
come-security and guarantee plans fall 
into three groups: (1) Loan plans with 
or without guarantee; (2) Income or 
hours-of-work guarantee; and (3) Flex- 
ible wage plans. 


TYPES OF GUARANTEED WAGE PLANS 


Loan Plans 

The principle of the loan plan is very 
simple. In fact, this plan constitutes 
merely a revival of a practice which has 
been followed generally in the payment 
of workers on dairy or mixed farms, 
where the worker is hited by the year. 
During the winter his duties are con- 
fined to short hours—chores, cutting 
wood and making repairs to farm equip- 
ment. He continues to draw his pay in 
room, board and dollars. In summer he 
may work from sunrise to sunset. Thus 
in winter he is ‘overpaid,’ and in sum- 
mer he works off his “indebtedness” by 
longer hours without extra pay. His in- 
come is stabilized, but he operates un- 
der a flexible work-week. While there 
are many exceptions to this method of 
hiring farm labor, it constitutes a time- 
honored and satisfactory arrangement 
for many employees. 

The cities of Two Rivers, Wis., and 
Des Moines, Iowa, have placed em- 
ployees who elsewhere are frequently 
hired by the hour or day on annual 
wages, and the schemes are made effec- 
tive through “loan plans.”* Mr. E. J. 
Donnelly, city manager of Two Rivers, 
put nearly all employees on a 40-hour 
week, so that the work-year involves 
2,080 hours, less time allowed for va- 
cations and sick leave. Every employee 
receives twenty-four equal pay checks 
per year. Street sweepers may work 50 
hours a week in the summer and 30 
hours in the winter shoveling snow and 
in other duties. During the winter they 
may be paid for time not served, but 
they repay this “loan” with extra hours 
during the summer. Employees from 
the bowling alleys may work with the 
street department in the summer to 
make up the necessary number of hours. 
Likewise, the meter-tester may be 
shifted to other work during his slack 
period. School nurses do follow-up 
work in the homes during the summer 
lull. In short, this city has worked out 
a comprehensive plan to provide year- 
round and stable income for its em- 
ployees, even though employees may be 
shifted from slack to busy departments 
and even though, with these techniques, 
their weekly hours are not entirely uni- 
form. The superintendent of streets in 
Des Moines states that soldiering has 
virtually disappeared and that the pres- 


*Discussion of all specific plans is based on 
pre-war information. During the war some 
plans were dropped and others were altered. 
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sure on him to “make work’ during 
slack periods is entirely gone. 

The Anderson Frame Corporation of 
Bayport, Minn., by building window 
frames and other builders’. supplies for 
stock in the seasonal slack period has 
been able to eliminate practically all 
seasonal fluctuations. The company’s 
sales in the course of the business cycle, 
however, fluctuate widely. To provide 
employees with some income when 
business falls off, the company has 
adopted a loan plan under which em- 
ployees may borrow varying sums de- 
pending upon years of service and num- 
ber of dependents. 

Oneida, Limited, manufacturers of 
silverware, in 1940 announced the es- 
tablishment of a security wage-savings 
account for all employees with one or 
more years of service. Into this account 
the company deposits nine days’ wages 
for employees with from one to five 
years’ service and 10 days’ wages for 
employees with over five years’ service. 
When the employee earns in excess of 
44 hours’ pay in a week, the excess is 
also deposited into the account, unless 
the account shows savings in excess of 
120 hours’ pay. Whenever an employee 
earns less than 36 hours’ pay in any 
week, he withdraws funds from the ac- 
count sufhicent to bring his pay check 
up to 40 hours. 

The loan feature is an integral part 
of the Geo. A. Hormel and Company 
program. The flow of livestock to the 
plant shows enormous daily, weekly and 
seasonal variations: Formerly when 
little livestock appeared in the yard, the 
men tended to try to “make the work 
last” as long as possible. Under the 
new plan the men are free on such days 
to leave the plant knowing that their 
income is independent of the volume of 
work done on any particular day or in 
any particular week. Each department is 
assigned enough men to do the year's 
budgeted volume of work in the space 
of about 40 hours per week. Under a 
union agreement, during peak weeks 
the men work up to 53 hours without 
time and a half pay calculation, but 
continue to draw only 40 hours of pay. 
During slack weeks they may work 20, 
30 or 35 hours but again they draw reg- 
ular full time pay. Thus the men and the 
company become alternatively indebted 
to each other. This program meets the 
requirements of the company for flex- 
ibility and the men are partial to it be- 
cause it stabilizes their incomes.! 


* At year’s end if the men have earned more 
money than this arrangement provides them 
week by week, a settlement is made. For a 
more complete account of the Hormel plan 
see: To Make Jobs More Steady and To Make 
More Steady Jobs, Webb Publishing Co., St. 
Paul, Minn., case histories Nos. 1 to 7; and 
also: Jack Chernick and George C. Hellickson, 
Guaranteed Annual Wages, University of Min- 
nesota Press, Minneapolis, 1945. 


Income Guarantee Plans 


The Hormel plan couples the loan 
feature with a guarantee of 2080 hours 
of work and pay per year. Since the 
volume of available work in some de- 
partments was 20 times as great in peak 
weeks as in slack weeks, it became nec- 
essary to alter some production pro- 
cedures. New employees were assigned 
to an extra gang to help out the several 
departments during their peak periods. 
Further flexibility was attained by shift- 
ing men among departments, and more 
especially by bringing work to slack de- 
partments. Experience from year to 
year requires more or less constant re- 
visions of the details of the plan, but 
the basic core of the guarantee has 
stood the test of time. A strong re- 
search department constantly develops 
new products and special efforts have 
been made to launch new products dur- 
ing periods which would otherwise be 
slack. A number of new products have 
been developed for the specific purpose 
of closing gaps in the program. In 
other words, the adoption of a guaran- 
teed wage plan, this company has found, 
constitutes only the beginning. Con- 
stant revision and adaptation are re- 
quired to make the plan practical and 
workable. 

Procter and Gamble Company guar- 
antees all employees, with two or more 
years of service, 48 weeks of pay. Thus 
the safety factors are two: (1) not all 
employees are covered but, with the 
passage of time, newcomers may expect 
to be covered and, (2) the guaranty 
covers only eleven-twelfths of the year. 
In addition, the company reserves the 
right to suspend or to alter the plan in 
case of any major emergency such as 
fire or flood. This is a safeguard found 
in nearly all plans. 

Some critics have been inclined to 
view this guaranty as an empty gesture 
“because we use soap all the year 
round.” Admittedly the business of Proc- 
ter and Gamble is more stable than that 
of most companies, both seasonally and 
cyclically; however, anyone familiar 
with the former layoff record and fluc- 
tuations of sales in this company will 
recognize that the company, by con- 
scious effort, has done a great deal to 
regularize its sales and _ production. 
Furthermore, the company produces 
many products besides soap. Also, some 
of the soaps are in the luxury class and 
are subject to sales fluctuations. For 
these reasons we cannot conclude that 
the company merely guaranteed what 
was already assured. 

McCormick and Company of Baltimore 
guarantees all employees with three of 
more months’ service forty-eight weeks 
of work. (For an account of McCormick's 
management plan, refer to THE CON- 
TROLLER for December, 1945.) This com- 








hue 


pany 
ural” 
roce 
es j 
case | 
ity is 
resull 
forts. 
anty 
work 
Even 
were 
mont 
cent. 
has d 
built 
has sl 
depat 
ment: 
layofl 
check 
contr 
whicl 
with 
to 52 
Cri 
clinec 
panie 
safely 
plans 
to the 
exami 
ductic 
ever, 
stable 
fact, i 
ter af 
Comp 
anty © 
regula 
one s 
cance 
all th 
recogt 
of dif 
signifi 
praise 
both 
Acti 
teed v 
which. 
could 
buildis 
for ot 
emplo 
makin, 
recogn 
failed 
annual 
only a 
mal ye 
years. 
in all 
season 
revolvi 
wage 
them t 
year, t 
year,” 
him a 





oan 
Urs 
the 
de- 
eak 
1€C- 
ro- 
ned 
>ral 
ds. 
ift- 
ore 
de- 
to 
re- 
but 
has 


ps 
ave 
ur- 

be 
ive 
se 


an- 


id, 


re- 


nd 
ar- 


us 
all 
he 
ct 


to 
re 
ar 


at 
id 
ar 
C- 
Il 





pany also experiences considerable “nat- 
ural” stability, being engaged in the 
processing and packaging of spices, tea, 
and similar items. However, as in the 
case of Procter and Gamble, such stabil- 
ity is not ‘‘a gift of the gods” but is the 
result of conscious regularization ef- 
forts. Prior to 1932, before the guar- 
anty was in effect, layoffs and short 
work-weeks were the common tule. 
Even in 1939 sales in the peak month 
were 40 per cent. above the average 
month and in the slackest month 39 per 
cent. below the average. The company 
has deliberately diversified its line, has 
built for stock in the slack period, and 
has shifted employees from dull to busy 
departments—all with a view to imple- 
menting the guaranteed wage. The “no 
layoff’ record and guaranteed pay 
checks of the years prior to the war 
contrast with a payroll in earlier years 
which fluctuated by 15 per cent. and 
with a work-week which ran from 36 
to 52 hours. 

Critics of annual wage plans are in- 
clined to argue that only those com- 
panies which are naturally stable can 
safely adopt such plans and that these 
plans generally do not add materially 
to the security of the employees. A close 
examination of earlier layoff and pro- 
duction records usually indicates, how- 
ever, that the business was not always 
stable and that layoffs were common. In 
fact, in many of these cases, as in Proc- 
ter and Gamble, and McCormick and 
Company, the scope of the wage guar- 
anty was made Paige by preceding 
regularization efforts. For this reason 
one should not minimize the signifi- 
cance of the scope of the guaranty until 
all the facts are known. Yet we must 
recognize that there are varying degrees * 
of difficulty encountered and that the 
significance of the guaranty must be ap- 
praised in the light of the obstacles, 
both past and present. 

Actually, the philosophy of guaran- 
teed work is being spread to industries 
which, by no stretch of the imagination, 
could be called naturally stable. Thus a 
building contractor, who builds entirely 
for others’ dccount, has placed all his 
employees on an annual wage and is 
making it profitable. This company 
recognized that excessive hourly wages 
failed to yield the workmen adequate 
annual income. Most of the men worked 
only about two-thirds of a year in nor- 
mal years and even less in depressional 
years. The head of the company called 
in all workmen at the end of the busy 
season and informed them that he was 
revolving in his mind a new method of 
wage payment. After explaining to 
them that, since “they consume by the 
year, they should have income by the 
year,’ he asked each one to return to 
him a few days later with an accurate 





figure of his actual earnings in several 
of the previous year. They did this, and 
he offered to pay them twenty-four 
equal checks throughout the year, pro- 
viding they would be available for work 
when called. Each man was guaranteed 
$200 a year or more in excess of previ- 
ous earnings. Since the slack period 
was just approaching, the immediate 
availability of a steady stream of pay 
checks appeared attractive, and the 
proposition was accepted. 

Here we have a guaranty and a loan 
plan combined. During the slack period 
the workmen are paid for work not 
done, and they work out this indebted- 
ness in subsequent peak periods. 


Flexible Wage Plans ; 

The Nunn-Bush Shoe Company’s 
method of compensating its employees 
constitutes a fundamental revolution in 
determining the share of production for 
employees and at the same time reunites 
management and men in promoting 
production. Although the plan has re- 
ceived much publicity, few writers have 
envisaged its fundamental character. 

Although the plan has a number of 
objectives, its greatest significance con- 
sists in that it is designed to avoid 
layoffs and unemployment; to put it an- 
other way, its aim is to maintain physi- 
cal output regardless of general busi- 
ness conditions.” 

Henry L. Nunn, president of the 
Nunn-Bush .Company, has always felt 
that the man in the factory has as much 
need for a steady flow of income as the 
office clerk. Yet, one must be practical ; 
Mr. Nunn realized that, under a con- 
ventional system of fixed hourly rates 
for factory employees, it would be im- 
possible to pay regular income if sales 
fluctuate widely. Continuous income 
can be paid to labor only if production 
becomes continuous. Wages are paid 
not out of the employer's pocketbook 
but out of sales made possible by pro- 
duction. 

As a result of a study of the propor- 
tion of the sales dollar which went to 
plant employees over a period of years, 
Mr. Nunn found that this share re- 
mained remarkably constant during 
years of good business and years of bad 
business. During slack years the volume 
of sales declined, and many men were 
laid off. The remaining employees con- 
tinued to collect the same proportion of 
the sales dollar, but, of course, the num- 
ber of dollars going to labor declined 
drastically. The employees laid off lost 
their income. Employees retained on 
payroll secured a real wage increase be- 


"No attempt is made here to give complete 
details of the Nunn-Bush plan because scores 
of magazines have carried articles on it. The 
best analysis of the plan, however, is found 
in case No. 12 in To Make Jobs More Steady 
and To Make More Steady Jobs, of. cit. 
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cause their wage rates remained the 
same, while the cost of living had de- 
clined in the depression. Obviously, a 
wage system which led to complete dis- 
employment of some workers and gave 
others an effective increase in wages was 
unfair. 

In a period of about ten years, em- 
ployees in the plant had been receiving 
an average of 19.46 per cent. of each 
sales dollar, with very little variation 
from year to year in spite of business 
conditions. Mr. Nunn proposed to pay 
his employees exactly 20 per cent. of 
each sales dollar, while management was 
to receive 1 per cent.? In effect, wage 
rates were abolished in this plant and 
drawing accounts instead were created 
somewhat similar to those generally 
used for commission salesmen. Twenty 
per cent. of the value of shoes produced 
is placed periodically in the account, 
and the employee’s weekly checks are 
issued against the account as advances 
against earnings, which obviously are 
indeterminate until the end of the year. 
At the year-end any surplus in the ac- 
count is paid pro rata to the employees, 
or, if there is a deficit, this becomes the 
signal for a minor downward adjust- 
ment in weekly drawing-account pay- 
ments. Agreement provides that em- 
ployees must hire a certified accountant 
to audit the company books to insure 
accuracy. 

This plan accomplished a number of 
different objectives. Instead of a sys- 
tem of fixed hourly rates which may or 
may not provide year-round employ- 
ment, the employees are guaranteed a 
predetermined share of the money value 
of total production. If prices rise or 
volume increases, the employees do not 
have to wait until.someone in the or- 
ganization decides to make a pay boost. 
Employees are transformed from wage 
hands into partners in the enterprise ; 
they benefit by every advance in the 
business just as do the owners. 

Any improvement in quality which 
leads to greater sales will reflect itself 
in the form of a larger drawing account 
from which weekly pay checks are 
paid.4 During adverse times the man- 
agement does not hesitate to cut prices 
if this is necessary to maintain volume, 
and this has been done several times. 
When prices are cut, the wage bill also 
is cut; but, if there is general depres- 
* Office employees and those in the stock- 
room and shipping departments operate under 
separate plans, receiving 1.73 and 0.75 per 
cent., respectively. 

“This plan causes wage costs to rise when 
shoe prices rise due to increases in. costs of 
raw materials and to drop when prices fall as 
a result of a decline in the cost of raw ma- 
terials. One or two other companies are ex- 
perimenting with annual wage plans basing 
wages on a given. percentage of “value added 
by manufacture.” For some industries this 
latter plan might be preferable to the Nunn- 
Bush plan. 
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sion, the cost of living is probably de- 
clining, so that, in effect, the employees, 
although receiving fewer dollars, may 
be receiving just as much real purchas- 
ing power. Furthermore, because vol- 
ume of output is maintained, layoffs are 
avoided, and the flow of shoes to the 
consumer is sustained. 

Henry Nunn stated shortly after he 
adopted this plan that this scheme was 
not simply a device for regularizing 
a reve and income for the workers, 

ut that “it had converted. his em- 
ployees irito partners in the enterprise.” 

Every year, Mr. Nunn says, the work- 
ers come to-him and say they want more 
money. And Mr. Nunn always says to 
them, “I think you ought to have more. 
Where should we take it from? Man- 
agement gets 1 per cent.; whittle a little 
off there?” “Oh, no, we will not do 
that.” “The raw material costs, let us 
say, 60 per cent. Could we cut that raw 
material price down?” “No, the raw 
material price is determined in the free 
market. We cannot cut there.” 

And so they go. round and round. The 
workers want more money and they 
come finally to the conclusion that 20 
per cent. is right, and they have never 
upset that figure. All conclude that 
the only answer is more production. 

A recent conversation with a Cana- 
dian. shoe manufacturer who had 
adopted the Nunn-Bush wage principle 
greatly illuminated Mr. Nunn’s state- 
ment that his plan had converted his 
employees into partners in the enter- 
prise. 

“Just last week,” the president of the com- 
pany said, “a worker was sitting in the chair 
you are now occupying, and we were talking 
about this annual wage plan. And the worker 
said that-Mr. So-and-so (who was the busi- 
ness agent of the union), had changed bis 
habits.” 

“What do you mean?” the president said. 

“Well, he used to come in the morning, 
punch the time clock, and then he would go 
off, all over town, on union business all day, 
and at five o'clock at night he would come back 
and punch the clock again, and then go home.” 

The employer, very much shocked at this, 
said, “Did he really do that?” 

“Yes.” 

“How many times a week?” 

“Oh, three or four times a week.” 

The employer told me that he was perfectly 
speechless, to think that that kind of theft— 
for that is what it was—was going on. With 
his good general industrial relations he could 
not understand why no one ever reported it 
to him. 

And the worker noticed how shocked the 
president was, so he said, “But he never does 
it any more.” 

The president, of course, figured that the 
worker was just pulling his leg, so he said 
to him, “What do you mean he never does 
it any more? Why doesn’t he do it any more?” 

He said, “WE won't let him.” 


Then, and then only, did I under- 
stand what Henry Nunn meant when 
he said that his annual wage plan had 
converted his employees into partners 
in the enterprise. As is perfectly ob- 
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vious, if that union leader draws his 
weekly paycheck of say $50.00, but pro- 
duces no shoes, then the $50.00 comes 
out of the paychecks of all the other 
workers. So, he had a device for dis- 
ciplining the entire enterprise, for co- 
ordinating the workers in terms of the 
objectives of the company: to produce 
quality, to produce volume, and to have 
the price right, and thereby convert the 
workers into partners in the enterprise. 

So I think this type of wage guaran- 
tee (I do not advocate the Nunn-Bush 
system as the only system) deserves 
very careful consideration in three re- 
spects : 

First, in terms of its continuity of 
wages. 

Second, in terms of the fact that it is 
partially depression-proof. 

And finally, this particular system de- 
serves careful study because it does 
work in the direction of converting the 
workers into partners in the enterprise. 
It has important implications for im- 
proved industrial relations. 


UNEMPLOYMENT COMPENSATION A 
PARTIAL STEP 


Unemployment compensation under 
which the worker draws some income for 
a period ranging from four to six months, 
depending on the state law, is a partial 
step toward the idea of a guaranteed 
wage. With a few exceptions, the em- 
ployer pays the entire cost of these pro- 
grams. These laws recognize the principle 
that when a worker loses his job, through 
no fault of his own, society has an obli- 
gation to provide some income. However 
necessary this arrangement is, everyone 
recognizes it to be something in the na- 
ture of a makeshift. That is, when a job- 
less worker draws unemployment com- 
pensation, he continues as a consumer 
but not as a producer. The guaranteed 
wage, by carrying the idea of unemploy- 
ment compensation several steps farther, 
is generally assumed to be associated with 
continuous employment as well as con- 
tinuous wage income. Certainly all would 
agree that the employer's wage-paying 
capacity must rest upon effective and 
profitable continuous operation. 

To be sure, under most of the state 
unemployment compensation laws the 
employer’s tax-paying liability is made 
contingent, in order to stimulate more 
steady employment, upon the volume of 
unemployment for which his establish- 
ment is responsible. If this next step of 
more wage assurance is to be taken, still 
more attention must be paid to the main- 
tenance of continuous and profitable oper- 
ation; otherwise the guarantee may 
break down. ; 

Thus we are driven to the conclusion 
that the expansion of the guaranteed 
wage idea throughout American industry 


must rest upon improved devices and 
techniques for providing more regular 
employment and not merely more regular 
ay. 
. Ways and means of stabilizing individ- 
ual company operations must become the 
foundation stones of more regular wages. 
Let us outline the types of unemployment 
which may confront the American worker. 
We are not dealing with a single malady. 


TYPES OF UNEMPLOYMENT 


The causes of unemployment are nu- 
merous and therefore the remedies, the 
foundation for guaranteed wages, must 
be equally numerous. 

If a thousand unemployed persons 
were asked to state the reason for their 
status each might list one of six possible 
answers: 

1. Seasonal demand. Christmas toys, 
furs and much other clothing, tourist and 
recreational services and many entire in- 
dustries rest on a foundation of seasonal 
demand. If these demands are to be met, 
seasonal employment and seasonal unem- 
ployment are at least to some extent in- 
evitable results. 

2. Seasonal supply. Nature matures 
fruits, vegetables and other crops during 
brief periods with the consequent sea- 
sonality of employment. Natural ice must 
be harvested in winter. 

3. Technological unemployment. The 
radio reduced the use of the phonograph, 
at least for a time. The automobile dis- 
placed the horse and buggy. New inven- 
tions and improved know-how, the very 
foundation of a rising standard of liv- 
ing, may stimulate the substitution of 
capital equipment for more direct manual 
methods of production. The self-service 
store or cafeteria replaces clerks and wait- 
resses. 

4. Casual unemployment. Every mod- 
ern community has need for workers to 
perform occasional jobs. Snow must be 
removed from driveways and yards in and 
around manufacturing plants and from 
streets and walks after a heavy snow fall. 
A rain or-windstorm may require the re- 
moval of debris. A factory in the com- 
munity may receive an urgent demand for 
prompt extraordinarily large shipments 
or may receive unusually large shipments 
of raw materials which require prompt 
unloading and removal to storage. It is 
difficult to see how we could organize so- 
ciety so as to avoid this more or less con- 
stant in-and-out movement of a small 
fraction of our workers. 

5. Cyclical unemployment. A dynamic 
capitalism tends to move in waves. Per- 
iodic optimism and pessimism seem to 
gtip the entire people, businessmen as 
well as buyers in general. Once initiated 
these movements both on the up trend 
and the down trend seem to be cumula- 
tive. In 1908, 1911, 1914, 1921, 1929 
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and even in 1937 before we had climbed 
far out of the depth of the 1930's depres- 
sion, our entire economy moved to lower 
levels. Considerable or mass unemploy- 
ment followed. 

6. The unemployables. Every commu- 
nity has a number of persons, who, be- 
cause of age, temperament or physical 
conditions, find it difficult to secure or 
hold a job. During prosperity when labor 
is scarce this part of the problem becomes 
minimized; during slack times many of 
the so-called unemployed may approach 
a status of unemployables. 

No doubt there are other ways in which 
we could classify the unemployment prob- 
lem. The above six classifications as out- 
lined do not pretend to probe very deeply 
into the problem and are presented merely 
to reduce the tendency to oversimplify the 
nature of the problem and its solutions. 
The guaranteed wage plan may be re- 
quired to meet not one type but several 
types of unemployment and production 
fluctuations. 


CONGRESS SUPPORTS ANNUAL 
WaGE PLANS 


Twice in the 1930's Congress adopted 
laws, specific clauses of which were de- 
signed to encourage the growth of guar- 
anteed wage plans. Yet, these provisions 
are almost unknown and only a few com- 
panies have responded to them. The So- 
cial Security Act of 1935, in addition to 
making possible experience rating of the 
type now found in most State Le KE 
ment compensation laws, allows r uced 
contribution rates (tax offset provision) 
to employers who guarantee in advance 
at least 30 hours of work, for which re- 
muneration is paid at not less than stated 
rates, for each of 40 weeks (or if more, 
one weekly hour may be deducted for 
each added week guaranteed in the year) 
to all persons employed and available for 
work. Such individual guaranty may com- 
mence after a probationary period within 
the eleven or less consecutive ‘weeks im- 
mediately following the first week in 
which the individual renders service. The 
State law must provide for such plans 
and the administrative agency must ap- 
prove the plan and satisfy itself that the 
guaranty can and will be fulfilled. To 
qualify, the employer’s individual account 
must amount to not less than 2.5 per cent. 
of the liable payroll for a previous three- 
year period (Sec. 1602). 

If these provisions are unduly technical 
or restrictive, an effort should be made 
to have them revised so as to encourage 
employers to study the possibilities of 
taking advantage of this inducement. 

Again, in 1938, the Fair Labor Stand- 
ards Act, Sec. 7 (b) (2), provided for 
specific exemptions from the requirement 
to pay time-and-a-half for hours over 40 
per week if the workers were employed 
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on some annual basis. Unfortunately, in 
this clause Congress stepped out of its 
traditional role of governing for all the 
people and instead hedged the “condi- 
tions” about to a point where few em- 
ployers have seen fit to avail themselves 
of the overtime exemption because the 1n- 
tent seemed to be union promotion. 
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Under Sec. 7 (b) (2), an employer 
may work his employees up to 12 hours 
a day or 56 per week without penalty of 
overtime, providing he hires than on 
some annual basis, agrees not to work 
them for more than 2080 hours per year 
and the arrangement is part of a collec- 


(Please turn to page 48) 


GUARANTEED WAGES: A Bibliography 


The following selected and annotated bib- 
liography was prepared by the Economic Re- 
search Department of the Chamber of Com- 
merce of the United States. It should be noted 
that since guaranteed wages depend so heavily 
upon the regularization of production or sales, 
or both, the following sources deal with the 
problems of regularization as well as guaran- 
teed wages. 

To MAKE Joss More STEADY AND To MAKE 
More STEADY Joss by Emerson P. Schmidt, 
Director of Research. Webb Publishing 
Company, St. Paul, Minn. 1942. $5.00. Con- 
sists of 109 case histories covering the sta- 
bilization experience of over 100 companies, 
many of which have guaranteed wage plans. 
Probably the best single source of informa- 
tion. 

GUARANTEED EMPLOYMENT AND ANNUAL 
WacE PLANS, National War Labor Board, 
Washington, D. C. 1944. (Mimeographed. ) 
A description of 55 guaranteed employment 
and annual wage plans currently in opera- 
tion. 

GUARANTEED EMPLOYMENT AND ANNUAL 
WAGE PROVISIONS IN UNION AGREEMENTS. 
U. S. Department of Labor, Washington, 
D. C. 1945. (Mimeographed. ) 

STABILIZING JOBS AND WAGES THROUGH BET- 
TER BUSINESS MANAGEMENT by Herman 
Feldman, Harper & Bros. 1940. Chapter 10 
discusses guaranteed wages and the entire 
volume is concerned with regularization prob- 
lems and programs. 

Wace Securtry—Editorial Research Reports, 
Washington, D. C. 1944. Discussion of ex- 
perience with wage security plans in. the 
light of current union demands for a guar- 
anteed annual wage. 

EMPLOYMENT STABILIZATION SPEAKS FOR ItT- 
SELF. MODERN INDusTRY (Monthly), Sep- 
tember 15, 1944. Careful review of employ- 
ment stabilization procedures and experience 
including annual wage plans. 

NuNN-BusH SHARE THE PRODUCTION PLAN, 
Nunn-Bush Shoe Company, Milwaukee, Wis. 
Pamphlet describing operations of plan and 
experience to date. 1945. (Excellent critique 
of plan by C. A. Myers in “Personnel,” 
August, 1940.) 

THE HORMEL ANNUAL WAGE INCENTIVE AND 

' Joint EARNINGS PLANS, Geo. A. Hormel & 
Co., Austin, Minn. Designed to provide a 
helpful reply to inquiries about the Hormel 
Annual Wage, Incentive and Joint Earnings 
Plans. 

THE QUEST FOR ECONOMIC SECURITY THROUGH 
GUARANTEED EMPLOYMENT by Merryle S. 
Rukeyser, 35 Trenor Drive, New Rochelle, 
N. Y. 1945. A study of the Procter & Gam- 
ble Plan. 

ANNUAL WAGE AND INCOME SECURITY PLANS 
by Emerson P. Schmidt, University of Chi- 
cago “Journal of Business,” April, 1941. 
Description and analysis of the several types 
of wage guarantee plans. 

BALANCING PRODUCTION AND EMPLOYMENT 
THROUGH MANAGEMENT CONTROL, Cham- 
ber of Commerce of the U. S. A., Washing- 
ton, D. C. 1930. An early analysis of em- 
ployment regularization. experience and pro- 
cedures; bibliography. 


We Musr Have STEaApIER Joss by Eric A. 
Johnston, “Saturday Evening Post,” March 
31, 1945. Argument for management efforts 
to provide regular employment and urges 
cautious experiments in providing guaran- 
teed wages. Opposes government compulsion. 

ECONOMIC EFFECTS OF STEADY EMPLOYMENT 
AND EARNINGS by Jack Chernick, Univer- 
sity of Minnesota Press, Minneapolis, Minn. 
1942. $1.00. An attempt to measure the ef- 
fects of the Hormel annual wage program on 
the economic status of the employees and 
on the economy of the city in which the Hor- 
mel plant is the predominating industry. 
Concludes “that the Hormel employment 
policies made a substantial contribution to 
the expansion of Austin’s economy.” 


GUARANTEED ANNUAL WAGES: INDUSTRY'S 
Next Step by Jack Chernick and George 
Hellickson, University of Minnesota Press, 
Minneapolis, Minn. 1945. $2.50. Contains 
argument for the guaranteed wage plan and 
describes the Hormel, Procter & Gamble and 
Nunn-Bush Plans. 


THE ECONOMICS OF GUARANTEED WAGES by 
Emerson P. Schmidt, American Manage- 
ment Association, New York, N. Y. 1945. 
An address critically reviewing the current 
conception of guaranteed wages as stabilizers 
of the entire economy. Describes possibili- 
ties and limitations of annual wages with 
suggestions on what to do and what to 
avoid. (Abridged, version in “Commercial 
and Financial Chronicle,’ April 21, 1945, 
beginning page 1.) 

EMPLOYMENT STABILIZATION AND EXPERI- 
ENCE RATING by Emerson P. Schmidt, ‘‘Per- 
sonnel,” Vol. 16, No. 4, 1940. Analysis of 
the stimulus provided by experience rating 
for steadier jobs, under State unemploy- 
ment compensation laws. 

Wuy AN ANNUAL WAGE? by Walter P. Reu- 
ther, “Ammunition” (Education Department 
UAW-CIO, 1324 Maccabees Bldg., Detroit, 
Mich. June, 1944). Argues that guaranteed 
annual wages will stabilize entire economy. 

Wace STABILIZATION AND Post-War SECu- 
riTy by United Automobile, Aircraft and 
Agricultural Implement Workers of Amer- 
ica, 411 W. Milwaukee Ave., Detroit, Mich. 
1943. Partial brief submitted to National 
War Labor Board. 

“THe STEEL Casg,” Decisions of National 
War Labor Board, No. 111-6230-D (14-1) 
et al. Nov. 25, 1944. 

SOCIAL SECURITY IN THE UNITED STATES, 
Chamber of Commerce of the U. S. A,, 
Washington, D. C. 1944. Shows the relation 
of social security to the problem of wage 
and earnings interruptions and gives poli. 
cies of the Chamber with respect to social 
Security. Single copies free. See also: "Amer- 
ican Economic Security,” periodical devoted 
to social security and related matters pub- 
lished by Chamber of Commerce of the 
U. S. A., beginning January, 1944. 


Note: The Chamber of Commerce of the 
U. S. A. does not have copies of the above 
list of materials except those which are its 
own publications and, therefore, inquiries 
should be directed to the publisher listed in 
each instance. 











































Unemployed Workers: A Problem 
That Needs Realistic Study 


The excellent analysis of our unem- 
ployment problem, and our means and 
methods of meeting it, which follows, 
was prepared by Mr, Evans as a review 
of a recent book by Richard A. Lester. 
Because of the broad scope of his ma- 
terial, however, we present Mr. Evans’ 
manuscript as a feature article. Its author 
is treasurer and director of J. N. Adam 
Company, Buffalo, New York, and is 
currently serving as chairman of the Com- 
mittee on Social Security of the Control- 
lers Institute of America. 

—THE EpIToRS 


While reviewing Richard A. Lester’s 
report on the subject of Providing for 
Unemployed Workers in the Transition,* 
there are a number of pertinent factors 
that should be kept in mind continually. 

First, and foremost, the report was 
prepared for publication in October, 
1944, prior to the capitulation of Ger- 
many and with the anticipation that the 
war with Japan would be of considerably 
longer duration than actually occurred. 

Secondly, there are at present approxi- 
mately 714 billion dollars in the com- 
bined reserve funds of the 52 subdivi- 
sions of the state-federal unemployment 
compensation system, which consists of 
48 States, Hawaii, Alaska, District of 
Columbia and the Railroad Unemploy- 
ment Insurance Account, each being ad- 
ministered and governed separately under 
the laws of their respective state, terri- 
torial or federal jurisdiction. The enor- 
mous reserve funds accumulated during 
the war economy by the respective states 
are more than adequate to protect the un- 
employed worker during the postwar 
transition to the full extent of probable 
unemployment and the benefit provisions 
in their legislative commitments. 

The Federal unemployment tax of 0.3 
per cent. on taxable payroll earnings has 
produced revenue far in excess of the re- 
quirements for administrative expenses 
for which it was intended. The excess of 
revenue from this source, over actual 
needs, now amounts to about 150 million 
dollars annually, and the amount of un- 
expended administrative balances since 
the passage of the Social Security Act 
have aggregated close to 650 million dol- 
lars, at least. These surpluses are available 


*Published for the Committee for Economic 
Development by McGraw-Hill Publishing Com- 
pany, New York. Price $1.50. 


By Thomas L. Evans 


to the U. S. Treasury general fund for 
other purposes. 

Thirdly, forty-five of the state legis- 
latures, having met during 1945, re- 
viewed and considered the adequacy of 
their unemployment benefit structure, 
with the result that amendments were en- 
acted by most of the states further liberal- 
izing weekly benefits, lengthening dura- 
tion and reducing waiting period. The 
measure adopted by New York State, pro- 
viding a maximum $21.00 weekly benefit, 
and limit of 26 week duration and wait- 
ing period of one week, probably approx- 
imates the standards fixed by the majority 
of states. Some states, however, passed 
amendments even more liberal, while a 
few concluded that their present program 
was adequate to cope with the unem- 
ployment problem that would arise dur- 
ing the transition. 

Strong influences, however, have been 
persistent for some time in propagating 
unification with higher standard of bene- 
fits throughout the U. S. A. The most 
recent attempt in this direction was pre- 
sented in bills HR 3736 and $1274 pro- 
posing a maximum weekly benefit of $25 
for 26 weeks, and maximum allowance 
of $200 travel pay for migratory work- 
ers, to be financed by supplementations 
through a federal subsidy to the state un- 
employment compensation systems. Vari- 
ous methods proposed for federal sub- 
sidy were reviewed by Congressional 
Committees, studying the problem of 
transitional unemployment; also the pro- 
posal to have Congress give money to the 
states was considered by the Governors, 
legislators and other state authorities, 
with a similar viewpoint. Both reacted 
negatively. 

Fourthly, the report was sponsored by 
the Committee for Economic Develop- 
ment and deals mainly with measures 
suited to minimize unemployment in the 
transition period which necessarily will 
accompany the reconversion from a war 
to a peace economy. 


PURPOSE OF THE REPORT 


The purpose of the report was to de- 
velop a federal program to cope with 
the problems of transitional unemploy- 
ment and was intended to cover the “‘pe- 
riod required for demobilization of the 
armed forces to the postwar. normal size 
and industrial reconversion in all phases 
including redesigning products, retooling 
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plants, reassembling materials and labor, 
reorganizing and retraining work forces, 
rescheduling production, rebuilding sales 
and service forces and working inven- 
tories.” It is the intention of the author 
to include “both the period of preliminary 
demobilization between the end of the 
German war and of the Japanese war and 
period of final demobilization which may 
extend for one and a half to two years 
after victory over Japan.” 

The report is further qualified as being 
concerned primarily with provisions for 


dismissed workers and discharged service - 


men before they can be absorbed by pri- 
vate industry. 

The causes of unemployment during 
the transition period, as determined by 
the author, are divided as follows: 


1. A decline in the demand for labor, 
due to physical reconversion of indus- 
trial plants. 

2. Frictional delays involved in transfer- 
ring labor and expanding facilities to 
meet shifts in demand from war to 
peacetime production. 

3. A possible drop in the level of spend- 


ing for all goods and services. 


The first and second categories include 
physical limitations and frictional delays. 
The resulting unemployment is for the 
most part temporary or short term. Long 
term unemployment, if widespread, arises 
primarily from the third category, which 
covers hesitancy to spend for investment 
or consumption on the part of individ- 
uals, businesses or governmental units. 

Mr. Lester estimates that there will be 
an additional 9 million persons available 
for civilian employment through the dis- 
charge of service men. However, he be- 
lieves that this influx will be offset sub- 
stantially or fully by withdrawals from 
the labor market of sub-marginal work- 
ers, youths, women and aged persons. 

The volume of unemployment is not 
exactly predicted in the report. While 
Mr. Lester sometimes foresees four or 
five million unemployed workers as a 
result of reconversion, ‘frictional’ un- 
employment and ‘“‘curtailed spending” 
unemployment, he also indicates the pos- 
sibility that the resulting unemployment 
might approach, or even exceed the pre- 
war figure of eight to ten million per- 
sons, should the vicious circle of “‘some 
joblessness breeding more joblessness” 
develop through “curtailed spending.” 

(Please turn to page 34) 
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Improvement in Fire Escapes, U. 8S. Pat. No. 221,855, 
granted 1879. Patent description supplied upon request. 


In case of fire... 


Should the building start to blaze, 
you'd be well prepared with the rig 
above. Just strap the “parachute” 
on your head, put on the special 
shock-absorber shoes, and take a 
running jump out the window. 
That’s what the inventor said. 
But, of course, he made no sales. 
People know that gadgets are too 
likely to go*wrong. So they pick a 
simpler system that is sure to work. 
In case of figure work, instead of 
fires, that simplest, most dependable 


4. W. AYER & SON 


system is the Comptometer Check- 
and-Payroll Plan. Uninvolved as 
“A, B, C,” it can put an end forever 
to the perpetual filing, posting and 
bookkeeping that bogs your depart- 
ment down. 

Unlike other systems, this one 
plan takes care of five jobs! 


In a remarkably short time, you 
can finish the payroll and have 
checks to the employees. It’s safer, 
leaves less margin for error, because 
it eliminates copying. And it’s eco- 





nomical. Requires fewer man hours. 
Calls for no elaborate machines. 

Let your nearest Comptometer 
Co. representative give you com- 
plete details. The Comptometer, 
made only by Felt & Tarrant Man- 
ufacturing Co., 1734 N. Paulina St., 
Chicago 22, IIl., is sold exclusively 
by the Comptometer Company. 


COMPTOMETER 


REG. U. S. PAT. OFF. 


Adding -Calculating Machines and Methods 


29 








30 


The Controller, January, 1946 


Management Through 
Statistical Control 


By S. J. Lieberman 


With the new year at hand, this concise 
presentation will prove of interest to con- 
trollers and financial officers. The author 
is associated with Chart-Facts, of New 
York, and speaks from a background of 
practical experience in statistical matters. 


To provide management with accu- 
rate, timely and pertinent facts is the ob- 
jective of statistical control. 

The complexity of daily problems ob- 
scure the broad, general trends and rela- 
tionships of business life. By the study 
of the fects brought to light through the 
use of statistical control, management is 
in a position to make decisions wisely 
and to take action promply. 

Adverse relationships which would 
generally escape notice are brought to 
light at a time when corrective measures 
may be instituted. Likewise, favorable 
conditions which are lost sight of in the 
overall picture are isolated and oppor- 
tunity created to exploit these favorable 
profit-making conditions. 

Several specific instances of the suc- 
cessful application of statistical control 
may be cited. 

There is the case of the company 
which had, over a score of years, pro- 
gressed from an annual sales volume of 
$500,000 to $10,000,000, an increase of 
20 times in as many years. However, 
while volume and activity increased, 
profits showed an increase of only about 
2 or 3 times during the same period. 
Analysis of the activities of the company 
showed a marked tendency toward top- 
heavy structure with a high fixed over- 
head cost. It was brought to the atten- 
tion of management that the company 
was in a dangerous financial status due 
to the fact that 20 per cent. drop in sales 
volume could not be offset against a cor- 
responding drop in overhead, the result 
being that a small profit would as a re- 
sult thereof be converted to a big loss. 

Attention having been focused upon 
the danger spot, management was able 
to eliminate some of the more substan- 
tial overhead items and to convert cer- 
tain fixed long term contracts into par- 
ticipating contracts based upon a sinall 
fixed charge with additional amounts 
based upon volume and profits. A sim- 
+ visualization of the problem faced 

y the above concern is depicted in the 
graphic example in the next column. 

Another application of statistical con- 
trol is in the presentation of the activi- 
ties of a company in relation to the in- 
dustry to which the company belongs. 


An actual application of this method 
is in the case of a company whose prod- 
ucts are homogeneous and produced to 
meet a specific quality standard. In- 
formation issued by various organiza- 
tions, both government and private, 
(such as Bureau of Mines, Bureau of 
Foreign and Commerce, Bureau of the 
Census, WPB, to name a few) present 
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the production, sales and inventory po- 
sition of the industry generally. Peri- 
odic preparation of this information in 
visual form and comparison with similar 
data for the company enables manage- 
ment to study such things as: 


1. Percentage of output of the industry pro- 
duced by the company. 

2. Percentage of output sold by the company 
compared with the percentage of output 
sold by the industry to indicate compara- 
tive effectiveness of sales policy. 

3. Number of days production represented by 
inventories to indicate possible oversupply 
resulting in downward pressure on prices, 
or possible short supply indicating oppor- 
tunity for increasing production of com- 
pany to meet demand. 

4, Seasonal pattern of sales and production 
showing extent to which smoother month- 
to-month production and sales may help to 
reduce operating costs due to elimination 
of peak operation at overtime rates and 
slack periods with unabsorbed fixed costs. 


The use of the above analytical data 
gives rise to a problem which may be of 
interest to many concerns, particularly 
those that are closely held or highly com- 
petitive, namely how much information 
can be given out to the individuals 
within the company, and to what level 
of responsibility this information should 





pean The experience of the writer 
as been that this problem is readily 
solved by presenting certain confidential 
data in terms of ratios or percentages, or 
similar abstract terms. For example, if 
profits are not to be divulged in terms of 
dollars, it may be that they can be di- 
vulged as a percentage of sales, or as a 
percentage of profits in a particular 
normal period, or as par per unit sold, 
or as a percentage of net worth. Like- 
wise if sales volume in dollars is to be 
restricted to key executives, the analysis 
may be presented in terms of number of 
physical units sold (pounds, dozens), 
percentage of sales in a particular year 
or age , of as sales per employee or per 
dollar of wages. 

Another use for statistical control in 
the field of business management is the 
matter of business forecasting and the 
allied fields of budgets and planning. 
Various data are available in public form 
concerning new orders, unfilled order, 
inventories, production and sales of the 
major industries in the country, ranging 
from the durable goods industries of 
steel and autos to the consumer goods 
industries of paper, tobacco and food- 
stuffs. By analysis of the above data, 
and comparison with similar data for 
the individual company many interest- 
ing relationships come to light. 

For example, study of the facts may 
reveal that unfilled orders of a particular 
industry, say electrical machinery, would 
indicate a long period of good business 
for a manufacturer of some component 
product. However, a downward trend 
in the index of unfilled orders for elec- 
trical machinery may forecast a corre- 
A a. downtown in the sales of 
the component product company some 
months hence. If the company had been 
producing for stock, this warning may 
result in corrective action being taken, 
such as either curtailment of production 
to avoid excessive stocks, or reduction in 
future purchase commitments to elimi- 
nate requirement for accepting such pur- 
chases at a time when they would be in 
excess of reasonable requirements. 

On the other hand, a company as a re- 
sult of increased sales in recent years 
may have felt that its program of growth 
and expansion was usually successful 
when analysis may show that the 20 per 
cent. increase in sales volume compares 
with a 30 per cent. industry-wide in- 
crease, so that relatively the company has 
fallen behind. The problem becomes 
one of isolating true growth, sporadic 
occurrences and the general level of in- 
dustry as a whole. 

The above are some of the practical 
applications of statistical control to the 
complex problems of modern business 
management. Modification of the above 
examples will indicate solutions to prob- 
lems of the factory, the sales office and 
the controller's and treasurer’s depart- 
ments. 
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YOU'LL GET help worth the price of 


this guide the first time you use it-- 
MONTGOMERY'S 
Federal Taxes on 





Corporations 1945-46 


—and you'll never stop using it in the busy tax days ahead 


RACTICALLY without exception, corpo- 
 gonnen face on 1945-46 taxes prob- 
lems of unusual difficulty, calling on your 
part for many critical decisions. Of typ- 
ical special concern are: 


The effects of the Revenue Act of 
1945, which terminates the excess profits 
tax, and makes necessary certain pro- 
visions for fiscal years ending in 1946; 

Immediate benefits possible under 
the Tax Adjustment Act of 1945, and 
steps to obtain them; 

Time and manner of inclusion, for 
tax purposes, of income from termi- 
nated war contracts; 

Proper treatment of reconversion costs 
and expenses. 


Your big immediate job for your com- 
pany is to bring into focus all these 
changes and developments and deter- 
mine what you must do on particular tax 
questions. 


Not Paralleled, Here in Montgomery's 
Not Duplicated 1945-46 corporation 

tax manual is the per- 
sonal help you need to do this job with 
the greatest economy of time and effort. 
This new guide will assist you with those 
corporate tax questions you already have 


Just Published! 


Montgomery’s Federal 
Taxes on Estates, 
Trusts and Gifts ‘45-46 


“Owens as in previous issues the ap- 
plication of the federal estate tax, 
gift tax, and related features of income 
tax. Special emphasis on estate plan- 
ning; what can and cannot be done to 
minimize tax burdens. 

For the attorney, accountant, or trust 
officer—and for the administrator or 
owner of property— 
there is nothing else 
like it. New 1945-46 
manual now ready, 
bringing up to date 
developments in the 
law. Get your copy 


now. $7. 5 0 




















in mind. And it will call your attention 
to those other questions that have de- 
veloped in administration of the law and 
which you should not overlook. With it, 
you bring outstanding professional in- 
terpretation and foresight right down 
into the details of problems you want 
solved. 


In one place for 
quick reference 
and easy applica- 
tion, you have a systematic, beginning-to- 
end and up-to-the-minute treatment of 
corporation tax. You have 2,500 pages 
packed with currently important facts, 
down-to-earth advice and valuable in- 
terpretations to give you leads in specific 
situations; guiding principles from thou- 
sands of cases, rulings and decisions; the 
overall picture to enable you to see in- 
dividual corporate tax problems from 
every angle, view alternative courses and 
consequences, and arrive at the best 
possible handling for your company. 


For Any Company, 
of Whatever Size 


Reduces Tax Job to Montgomery’s Fep- 


Manageable Size =ERAL TAXxEs ON 
CORPORATIONS is a 


potent time-saver. It tops off and imple- 
ments your practical experience, your 
technical training, your available sources 
of information. Thousands of tax men 
have found, in its successive issues, the 
easiest, most practical way to keep posted 
on the intricacies of corporation tax. 
Make it a point, like them, to check 
your handling of any situation against 
this authority's discussion and recom- 
mendations. 





15 East 26th Street 





The Ronald Press Company, Publishers 


ESTABLISHED 1900 





Outstanding in Authority, 
in Range and Continuity 
of Experience Represented 


—— since 1917 with tax ex- 
perts and corporation executives. 
You get the counsel and judgment, 
on your problems, of specialists who 
have handled taxes for hundreds of 
corporations: 

ROBERT H. MONTGOMERY, Coun- 


sellor-at-Law and Certified Public 
Accountant. 


CONRAD B. TAYLOR, Certified Pub- 


lic Accountant; and 


MARK E. RICHARDSON, Certified 


Public Accountant: 


—with an organization of associates 
exceptionally qualified in tax prac- 
tice. 











READY 
IN JANUARY 


2 Volumes 


715 


Ww" you see for yourself all the ways 
this 1945-46 manual will help you— 
see, if in fact, it doesn’t pay for itself the 
very first time you use it? To insure get- 
ting your copy promptly on issue, fill in 
and mail now the order form below. 








New York 10, N.Y. 






| 
i] 
Please send us: 
| ( Montgomery’s Federal Taxes on Corporations '45-46 (2 volumes)...............- $15.00 | 
| (-) Montgomery’s Federal Taxes on Estates, Trusts and Gifts '45-46................ me. -f 
| Check below the way you prefer to make payment: ] 
I (J Within 5 days after receipt, we will send price plus delivery. me , 
| [ Check for price is enclosed. (We pay delivery if you remit with order.) : | 
ee ae Petie: Caiae, BRET on 5400555 0865 0 cn + ttnninadinecesie thaskienaads beaddeennnianetati 
| ONS roo circa noha chatecednyanem¥escvcdsepeced POGMIs barks cmnnsre ates Fadudcedee dase | 
| iin) : BRO so na ccs ccvcctdecacdn dat etbevcscChidisdecscde dete vasddbsbied dchéteaakbetdssitecets | 
L . Riad ide cher eesscuxedddcinse Mukebaawenee TORE sc cccccs rece! SG sccscdeeedkidugntmmeticcumeasen | 
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Scanning the ControllershipScene: A'T1 
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Tax Court Rules on Adjustments 


The United States Tax Court has clarified the amount 
of tax adjustment which must be made by companies shift- 
ing over from consolidated returns to a separate return tax 
basis. Ruling in a case involving Singer Sewing Machine 
Co., the Tax Court held that a proper downward adjust- 
ment of the opening inventory of the first separate return 
“is the equivalent of the amount of inter-company profit 
represented in that inventory which has escaped tax up to 
the date of the opening inventory in question.” 


Department Store “Returns” Are High 


Department store shoppers return one-eighth of the goods they 
buy, a recent survey by the Twentieth Century Fund indicates. In 
other words, to the average department store, one day’s sales out of 
eight are a dead loss. 


Different Country: Same Problem! (Series A) 


Problems of financial and accounting officers are pretty much 
the same the world around. For example, in a recent issue of 
“The Australian Accountant,” some of the subjects covered in 
the taxation section have a familiar ring, such as: Payments 
under Profit-Sharing Agreement Between Two Companies, Re- 
bate in Respect of Rates on Non-Income Producing Property, 
Profit Derived by Property-Dealing Company on Sale of Shares 
in’ Development Company, Payment to Secure Retirement of 
Director of Company, When Tax Is Not Paid During Taxpay- 
er’s Lifetime, and finally, Penal Provisions and Prosecution. 

Might as well stay here! 


War Stimulated Plant and Equipment Investment 


Within two years from June 1940 to June 1942, a total 
of $16 billion of new capital was invested in American man- 
ufacturing plants and equipment, a recent survey notes. This 
was $2 billion greater than the amount invested during the 
entire decade of the thirties and only $4 billion less than 
the amount invested in the decade of the twenties. Although 
it covers only two of the five so-called “war years,” it pro- 
vides an emphatic indication of the war’s stimulus on the 
erection of plants and the acquisition of equipment. 


Clarification of “Net Income’ Is Asked 


An editorial comment on the financial page of the New York Times 
recently stated that the problem of “when net income is net income 
besets the reader of many periodic reports of utility companies.” 
Clarity is wanted, says the writer, because “statistically set forth in 
a form that defies a literal interpretation of the phrase ‘net income,’ 
such figures are presented as ‘balance’ before and after numerous 
expense items to such a confusing extent that the Securities and Ex- 
change Commission could well consider recommending uniformity 
of reporting such information for the relief of persons who are not 
certified public accountants.” 


Disabled Veterans Rank High as Workers 


Disabled veterans back on the job in America’s factories are 
producing as much as able-bodied workers. They are absent from 
work less, they have fewer accidents, and by and large are as 
good and often better than the physically unimpaired. These are 
the conclusions of industry's personnel specialists, outlined at a 
recent meeting in Pittsburgh of the Industrial Hygiene Founda- 
tion. 


What, No Monthly Statements? 


After twelve years of elimination of monthly statements 
to most customers (less than 5 per cent. are being furnished 
monthly statements), R. C. Neaidengard, director of the Of- 





fice Methods Division of Westinghouse Electric Corpora- 
tion, reports that his company is well satisfied with the pro- 
cedure. And the satisfaction is apparently shared by the 
corporation’s customers. A number of other companies have 
adopted this practice during recent years and have found it 
to work satisfactorily in most instances, following necessary 
explanation on their part to the customers of the company. 
Thus, the oft-repeated maxim, “‘Pay invoices, never pay a 
statement,” gains practical application and approval. 


Advice to the Idle or Old 


The nation’s highest unemployment benefits are paid by Washing- 
ton State; twenty-six weeks at $25, or a total of $650. New Jersey 
is next with twenty-two weeks at $26, or $572. California allows 
$468 and Oregon $360. The Washington State Taxpayers Associa- 
tion also reports that the state’s old age pensions are the highest, 
adding that it is undoubtedly the best place in which to be either idle 
or old! 

Grounds for Relief Unchangeable After Claim 
Is Disallowed 


The Treasury Department has limited the right of cor- 
porations to change the grounds used to support their claims 
for excess profits tax relief. In a new ruling, in mid-No- 
vember, the Treasury barred corporations from claiming 
excess profits tax relief on additional grounds, once the 
original claim has been disallowed. They also cannot ad- 
duce additional grounds, after the time set by law for filing 
relief claims. 

Disallowance of the relief claim, either in whole or part, 
will therefore preclude a company from seeking relief on 
another basis than that originally used. For instance, if a 
company seeks relief on the ground that unusual events 
like storms or fire occurred, and the claim is disallowed 
wholly or partly, it cannot then come in with a claim based 
on “business cycle” conditions. 


Outlook for Employment in “War Plants’ Not Bright 


Interesting developments in connection with publicly financed 
plant expansion built during the war emergency came to the fore in 
recent weeks. The Civilian Production Administration forecast a 
serious economic “hang-over” unless government, industry and labor 
formulated a sound policy for disposal and use of the $14 billions 
worth of wartime plant expansion. As to the postwar employment 
to be expected from use of war plants, the CPA report pointed out 
that “it is apparent that the plants having the best chances for peace- 
time use have the lowest employment potential, those with the least 
reconversion have the largest employment potential. The outlook 
for jobs in the wartime plant expansion in the postwar period is 
not bright.” 


Size Is Factor in Profits and Losses 


Large corporations make profits at a iower rate than small 
ones, according to a study of big business of the United States 
by the Twentieth Century Fund. But large corporations also 
lose money at a lower rate, which seems to indicate that bigness 
acts as a stabilizing factor, keeping the rate of profit or loss 
within a rather narrow margin. 


Buyers’ Markets Are Some Time Off 


A prediction of a more liberal OPA policy toward price increases, 
particularly where they will stimulate production, was recently 
made by A. W. Zelomek, editor of the International Statistical Bu- 
reau. A firm attitude toward rents and cost of living items is also 
forecast and the same analysis states that civilian goods shipment 
in the first quarter of 1946 will be the largest in several years, a 
part of the total being merchandise held back from late 1945. But 
since it will take some time, notes Mr. Zelomek, for supply to catch 
up with demand, there will not be an early return to buyers’ markets. 
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Review and Preview of Current Trends 








vy ¢ (3 VS 


ee 
- 


be ee 


ane Dd oO. 


it 


e- 
st 
k 


is 


I] 
25 
0 
ss 
ss 


S. 


u- 
50 
nt 


ut 


ch 





Different Country: Same Problem! (Series B) 


Corporate officers struggling with current tax problems who 
have wondered whether escape to another country might make 
life more pleasant, should remove Great Britain and The Neth- 
erlands from any such list. Following the example of Britain’s 
financial minister, Hugh Dalton, who has championed the so- 
called “‘cyclical budget’ which makes it possible to “save for 
the lean years,” the finance minister of The Netherlands sub- 
mitted to the country's parliament, a draft budget containing a 
number of innovations which, it was said, indicated a“ progres- 
sive spirit.” In its tax phases, the proposed budget included 
(1) a capital gains tax, (2) a ‘less burdensome” excess profit 
tax and a so-called profits tax as a preliminary to an income tax 
and (3) introduction of a luxury tax together with increases 
in taxes on inheritance and endowments. 

Might as well stay here! 


Low Interest Rates To Continue 


No rise of interest rates in the foreseeable future is likely, declares 
John T. Madden, director of New York University’s Institute of In- 
ternational Finance. In fact, he sees a likelihood of still lower inter- 
est rates. This declaration is one of several embodied in a recent 
bulletin entitled ‘Money Rates in the Postwar Period.” 


Forecasts as Bases for Economic Policy 


To what degree should public policy be based on the fore- 
casting activities of government agencies? That question 
has particular pertinence because of the provisions of the 
Murray Full Employment bill which, as passed by the Senate, 
requires forecasts of a national production and employment 
budget. 

Concerning this, the National City Bank of New York, in 
its economic letter, recently pointed out that if the national 
budget provisions had been in operation for long before 
V-J Day, a huge public works program might have been 
ready to release in harmony with the government predictions 
that unemployment would reach four million within 60 days 
after the defeat of Japan. Actual employment was far short 
of that estimate—not only 60 but also 120 days after V-J 
Day. Concludes the bank: Programs of “make work” weuld 
add to the inflationary pressure already existing. This ex- 
ample reveals the grave mistakes to which miscalculations in 
forecasting under the Murray bill might lead. 


Test Case on Renegotiation Is Scheduled 


A test case in which a corporate taxpayer is appealing against 

renegotiation decisions of the War Contract Price Adjustment 
Board was scheduled to be heard in Washington, D. C., begin- 
ning January 7. This is believed to be the first test case of its 
kind. An earlier case slated for hearing in New York before 
the United States Tax Court in mid-December did not material- 
ize when the petitioner requested and was granted permission 
to withdraw. The petitioning company had previously protested 
as non-excessive war profits of $50,000 so determined by the 
Board. 
_ Widespread interest in the scheduled “guinea pig’ hear- 
ing centers in the possible precedents to be set by decisions in 
the United States Tax Court, which are final. Involved are 
questions of procedure, specific information which the Court 
would demand in determining excess’ profits, and whether it 
would sustain the performance factor used by the Board in ar- 
riving at its fixed amount. 


War Plants Bringing 70 Cents Return on Dollar 


A definite break in the long log-jam, which held sales of surplus 
war plants to a driblet during the past summer and fall, is expected 
by the Reconstruction Finance Corporation. In early December, it 
reported that more than 300 government factories had been sold, 
leased or were in “an advanced stage of negotiations” with private 
operators. The government, it was stated, was receiving about 
seventy cents on the dollar in the sale of surplus war plants. 


Payroll Bond Saving Plan Continues 


At the request of both labor and management, the Treasury 
Department states that it will continue to offer United States 
savings bonds indefinitely on the payroll savings plan, Fed- 
eral Reserve banks will act as issuing agent for companies 
which have not qualified to use bonds within their company. 
Banks and other issuing agents will be asked to service pay- 
roll savings plan as they have done heretofore. 


Industry Finds Veteran Adjustment Problem Small 


Three times as many veterans as the Selective Service Act 
requires, ave being hired by manufacturing industry, H. L. 
Derby, president of American Cyanamid and Chemical Cor- 
poration, pointed out recently. Mr. Derby is chairman of the 
Veteran Employment Committee of the National Association 
of Manufacturers. His statement was based on a sampling sur- 
vey of a typical group of large and small manufacturers which 
showed that of some 25,000 veterans hired by the reportin 
companies, approximately 7,600 were former employees with 
legal claims to their jobs and some 17,000 were new employees. 
It was also reported that not more than one per cent. of the 
veterans presented any kind of adjustment problem on their 
return to civilian work. 


Social Security Marks Tenth Anniversary 


Marking the tenth year since the Social Security act became law, 
A. J. Altmeyer, chairman of the Social Security Board, pointed out 
that today some forty million people have credits toward old age 
benefits under the federal system. Their survivor insurance alone 
represents $50 billion dollars in family insurance protection. And 
under the federal-state system of unemployment insurance, some 
thirty-six million workers have wage credits in connection with in- 
voluntary unemployment. 


Checks-at-Par Drive Gains Momentum 


Some 12,000 of the 14,000 banks in the United States do 
not make exchange charges in connection with the cashing 
of checks, the National Association of Credit Men points 
out in the course of an intensification of its campaign for 
par clearance of checks throughout the country. Exchange 
charges, it states, are a charge against the acceptor rather 
than the maker of a check and “tend to create harmful, com- 
petitive banking practice” as well as being a hindrance to the 
free flow of business. Twenty-one states are entirely on a 
par clearance basis, the Association reports, with most of 
the “non-par” states located in the southeast and midwestern 
sections. 


FLASH!!! 


While many a manufacturer was tearing his hair trying to devise 
a way to increase production, pay increasing wages and higher 
prices for materials—and still keep in business under OPA price 
policies, that agency recently removed the ceilings from: 

Canned fishing bait, pretzels, ice cream cones, casket hardware, 
bouillon cubes, imported chutney—and sleigh bells sold in Hawaii. 

Comment reserved. 


—PAUL HAASE 
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What Management Expects 
of the Controller 


At the November 16, 1945, meeting 
of the Portland Control, of the Control- 
lers Institute of America, Mr. Austin F. 
Flegel, Jr., president of Willamette Iron 
and Steel Corporation, led a discussion on 
“What Management Expects of the Con- 
troller.” The substance of Mr. Flegel’s 
opening remarks on the subject follow. 


—THE Epiror. 


If I were to treat the subject—‘“What 
Management Expects of the Control- 
ler”—in a manner such as was adopted 
by our old Methodist minister at the 
church I attended in my youth, I would 
probably start out by saying that I have 
divided the subject of my talk into 17 
divisions, and then proceed by taking 
up the first. division, namely, the in- 
stallation and supervision of accounting 
records, and divide that into 14 sec- 
tions; then proceed by further subdi- 
viding the first section of the first 
division into a number of different sub- 
heads. I am afraid that if I followed 
this method through the various duties 
which management assigns to the con- 
troller and which it naturally expects 
the controller to perform, you would 
all become weary. A much safer way of 
dealing with this subject and one which 
would contribute to a much shorter pre- 
sentation would be to adopt the nega- 
tive title and limit my talk to “What 
Management Does NOT Expect of the 
Controller,” but you have selected the 
title and must abide by the conse- 
quences. 

I am sure you all remember Young 
Ames—John Ames, I believe his name 
was—who was an employee of the 
counting house of Shevalier, Deming & 
Post, of ‘“Satevepost’” fame. Young 
Ames was the prototype of the modern 
controller. He not only kept the books 
and records, handled the banking, took 
the inventories, but it was his keen 
mind which conceived the firm’s most 
mer ying transactions, and when the 

ead of the firm almost bankrupted it 

by an ill-advised deal, it was Young 
Ames who came to the rescue—and 
then, to cap the climax, married the 
boss’s daughter and of course took over 
the business. The modern controller 
does not always marry the boss’s daugh- 
ter but his ultimate control of the busi- 
ness is almost as certain. 

Now, what does management expect 
of its controller? The controller, of 


course, is charged with the responsibil- 
ity of installing and supervising the 
company’s records, the preparation and 
interpretation of its financial state- 
ments, and the audit of its accounts. 





The company budget is the controller's 
pet hobby, and from the standpoint of 
management is one of the controller's 
most important duties. Management 
looks upon the controller as its tax ex- 
pert ‘ink expects the controller not only 
to prepare and file all tax returns, but to 
follow through and convince the gov- 
ernment tax auditor that the return 
should be accepted at its face value. The 
controller must have as much or more 
information about fire and liability in- 
surance as the insurance agent, about 
taxation as the lawyer and tax expert, 
about finance as the banker, and on top 
of all of this must have the patience of 
Job, the wisdom of Solomon, the toler- 
ance of Lincoln, and at the same time 
be as tough as the mother-in-law in 
“Ruggles of Red Gap’”—who was so 
tough she could fight a rattlesnake and 
give the snake the first bite! 

From what I have said you may get 
the impression that I feel you are an 
overworked profession. In truth my 
Opinion is quite the contrary. It is re- 
markable how quickly the modern con- 
troller is able to build up an organiza- 
tion of specialists in the vairous fields 
of activity under his jurisdiction, and 
the ease with which he turns over the 
multitudinous problems coming to his 
attention to these subordinates for their 
more skilled and leisurely attention. I 
never knew a modern controller who 
did not enjoy the best office, the best 
furniture, and the softest swivel chair 
in the firm—and I might add, the best 
looking secretary. This may be an 
emolument of the job, but more likely I 
think it is a matter of good policy on 
the part of the Purchasing Department. 

This brings to mind one subject on 
which I want to speak very seriously. 
The duties of the controller make it 
necessary for you to become involved in 
the operation of every department of 
the modern business. Too often you 
will be regarded as an intruder and in- 
terloper, and your interference resented. 
I urge that you accept this as a natural 
attitude and one which must be ac- 
cepted and overcome. I have already re- 
ferred to wisdom, patience and forbear- 
ance as necessary qualities of the con- 
troller, but the thing I wish most to 
emphasize is the all-important necessity 
of the controller performing his duties 
and gaining his end in a cooperative 
and considerate way, through diplo- 
macy, education and cooperation. Re- 
member, popularity is not ordinarily 
your lot; tact will get you results that 
toughness will never attain. Manage- 
ment hopes its controller will be accepted 


as a fellow with a “helluva” job to do 
but a decent fellow after all. 

Today’s controller must adapt him- 
self to new ideas and new rules—rules 
which may well have shocked his ac- 
counting conscience a few years back. 
Priorities, rationing, price administra- 
tion, salary stabilization, renegotiation, 
contract termination, surplus property, 
reconversion, and disallowances—all are 
new words in the vocabulary of today’s 
corporation controller. And along with 
these he must learn new theories of ac- 
counting practice, new methods of dis- 
tributing overhead and overtime, new 
bases of charging depreciation and 
of spreading leasehold improvements. 
Every mail brings a new ruling. Confer- 
ences between management and con- 
troller are almost continuous affairs. 
Protests and appeals have right-of-way. 
There is no 40-hour week for the con- 
troller and his staff, no Sundays or holi- 
days—and the reward? an order to re- 
duce the controller’s salary to 40/52nds 
of the salary previously allowed because 
of the return of a 40-hour week! 
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Under adverse circumstances, he foresees the 
possibility of this figure approaching ten or 
even fifteen billion persons. 


The duration of unemployment periods dur- 
ing the transition is also not estimated closely 
by the author. However, he does forecast that 
yd 20 per cent. of all unemployed persons 
will be unemployed during the first postwar 
year, for more than six months, and that at 
least 50 per cent. of the jobless persons at the 
end of the second postwar year will be out of 
work for half a year or more. 

It is the contention of the author that un- 
employment compensation laws are inadequate 
in coverage and benefit payments, especially 
the duration of such payments. He advocates, 
therefore, a number of recommendations, which 
are to take care of from four to fifteen million 
unemployed persons, in presenting a combined 
program including a first, second and third 
line of defense to be applied in accordance 
with the volume of unemployed.. The combined 
program consists of recommendations concern- 
ing: 

1. Unemployment compensation 

Extended coverage of unemployment com- 
pensation in order to include federal em- 
ployees, merchant seamen and employees of 
small enterprises; uniform duration of 26 
weeks of benefits and a benefit ceiling of $20.00 
per week, and the establishment of a federal 
guarantee fund to be financed from interest 
on the Unemployment Trust Fund and from 
unexpended balances from the Federal Un- 
employment Tax, is suggested as the chief 
means of providing for short-term unemploy- 
ment. 

2. Unemployment Relief 

Unemployment relief to be established on a 
matched basis. A program of federal grants to 
States for general relief should be enacted by 
Congress in order to cope effectively with a 
long term unemployment. 

3. Action by Private Industry 

Recommendation for severance or dismis- 
sal pay to compensate for failure to give two 
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weeks’ advance notice of dismissal, as well as 
return travel expense for migratory war work- 
ers. In addition, planning of operations is 
suggested in a manner that unemployment is 
kept to a minimum, by organizing mainte- 
nance and repair works and by advance hiring 
with the purpose of eliminating the fear of 
insecurity. 


4, Education and Training 


A transition program of educational training 
to be administered by States and localities, de- 
signed primarily for persons experiencing “‘re- 
conversion” and “frictional” unemployment, 
and under plans submitted for approval by the 
United States Office of Education. After re- 
ferral by the U.S.E.S. and acceptance by the 
education authorities, enrollees would be eli- 
gible for courses up to 26 weeks, whereby pro- 
vision should be made to extend this limit to 
a year in exceptional cases. Again, the Federal 
government would match State and local ex- 
penditures for the cost under such a program. 


5. Public Works 


The author suggests, under the auspices of 
the Federal government, a Public Works pro- 
gram, to meet “curtailed spending’ unemploy- 
ment. To stimulate advanced planning of proj- 
ects for this program, the Federal government 
should adopt a program of matched grants to 
the states for preparing detailed plans on non- 
federal projects. A federal appropriation of 
150 million dollars is suggested for this pur- 


se. 

“ federal subsidy for construction of private 
homes is also recommended, in case the ex- 
pansion possibilities of the construction indus- 
try have not been fully utilized. 

The costs to the Federal Government for 
the combined unemployment program are esti- 
mated by Mr. Lester to be 1144 Billion dollars 
for the first two postwar years—an amount 
compared with five days of federal expendi- 
tures for war activities in mid-1944. 

The basic recommendations of the author 
can be characterized as consisting chiefly of 
two principles: 


1. Liberalization and unification of Unem- 
ployment Compensation benefit structure 
throughout. 

2. Transfer larger responsibilities away from 
state and local jurisdiction to centralized 
federal powers. 


An analysis of the report by Mr. Lester in 
its entirety, conveys a definitely pessimistic 
coloring, particularly in view of what has 
transpired during the first four post-war 
months. Notwithstanding the abrupt ending 
of the war with Japan, which has resulted in 
sudden termination of federal contracts, par- 
ticularly in the aircraft, munitions and ship- 
building industries, the total unemployment 
figure has not exceeded the 2 million mark at 
this moment. Exact total figures are not yet 
available, but it may be stated with reasonable 
accuracy that unemployment funds have not 
suffered a dangerous drain, even though a cer- 
tain percentage of the insured utilized the 
fund for the purposes of “vacation” or pro- 
longed rest periods and will, in all probability, 
exhaust their benefit periods before being in- 
terested in seriously seeking other employment. 

The skilled worker seems to have very little 
difficulty in obtaining satisfactory employment 
from the war work, and a great many marginal 
war workers, some aged, and some women 
and youths have apparently left the labor mar- 
ket and are not looking for new jobs. Many 
workers have found employment in service and 
distributive enterprises such as retail stores, 
hotels, laundries, repair shops and offices and 
other enterprises which serve a community in 
its normal course of living. These businesses 
were highly affected by manpower shortages 
during the war period and should adjust rap- 
idly to normal conditions as help is available, 
in fact, a good many of these outlets are ex- 





panding and undoubtedly in the next few years 
will result in developments and improvement 
in serviées for public convenience. 

A figure of 2 million unemployed persons 
is not a true picture when we realize the fact 
that there are industries and businesses suffer- 
ing from lack of manpower. The condition 
that exists throughout the various states, espe- 
cially those with the more liberal benefits, is 
illustrated by the fact that New York State 
quite recently had 200,000 jobs going begging. 
This fact was reported to Governor Dewey 
by M. P. Catherwood, Commissioner of Com- 
merce. Dr. Catherwood observed that an actual 
labor shortage at a time when there were 
175,000 men and women drawing unemploy- 
ment insurance benefits constituted an ‘“‘un- 
fortunate and dangerous inconsistency.” 

“Should this condition become further ag- 
gravated,” Dr. Catherwood added, “it could 
seriously impair the reconversion effort of the 
State.” The Commerce Commissioner noted 
“the importance of bringing jobs and job 
seekers together.” 

Though the employment situation is not too 
serious at the moment, it is nevertheless fully 
recognized that the problem will become much 
more serious in Spring of 1946, after military 
personnel has been redeployed in large quan- 
tities. While the estimates of potential unem- 
ployment are constantly being revised down- 
ward, leading economists of the country are 
now forecasting a peak unemployment of ap- 
proximately 5 million. 

It may be recalled that the conversion to 
war economy in 1941-1942 was accomplished 
in an exceptionally short period of time and 
with minimum of confusion. The “frictional” 
unemployment caused by this transition was 
reflected in the payment of unemployment 
benefits, which in no way disturbed the status 
of the fund; actually, benefits paid out dur- 
ing that period were considerably less than 
the contributions received into the fund. Even 
the State of Michigan, having industry most 
affected by the transition, experienced, in those 
years, a collection of unemployment compensa- 
tion taxes substantially in excess of benefits 
paid out. 

It is, of course, fully realized that the un- 
employment problem of the reconversion pe- 
riod is fundamentally different and will be 
much more severe than the conversion unem- 
ployment problem was in 1942. At that time 
the armed forces were absorbing the bulk of 
the available manpower, while in the recon- 
version period the unemploypment problem 
will be much more complex because of re- 
versed circumstances, characterized by the re- 
lease of service men in large numbers. 

Unemployment will doubtless be on the in- 
crease, henceforth. However, the pessimistic 
estimates referring to 7 or 8 million unem- 
ployed workers seem, in the light of the ex- 
perience of the first four post war months, 
definitely exaggerated. One of the reasons for 
these extremely pessimistic estimates may very 
well be found in political considerations; it 
would be understandable that bills suggesting 
still higher unemployment compensations, or 
the unemployment bill as it is now pending, 
have a better chance for passage, the more 
gloomy the employment picture is presented 
to Congress. 

Taking every factor into consideration, “re- 
conversion” unemployment, “frictional” un- 
employment and ‘“‘curtailed-spending” unem- 
ployment, together with 714 million men yet 
to be released from the armed forces on the 
one hand, and on the other hand, compen- 
sating employment factors such as the with- 
drawal from the labor market of a large por- 
tion of under age and juvenile workers return- 
ing to resume their education, women, sub- 
marginal and over-age workers, it is estimated 
for the purpose of this analysis that the num- 
ber of unemploved persons will not exceed 
5 million for a prolonged period. Further cur- 
tailment of weekly hours has been advocated 
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as a measure of creating more jobs to absorb 
manpower and the reduction of unemployment. 
Adversely, in all probability, high wages and 
shorter work week, together with liberal un- 
employment compensation would nat only 
mean a strong attraction to induce numerous 
people to remain in the labor market who 
otherwise would return to their homes, farms, 
retirement, etc., but also influence others to 
leave their homes, farms, retirement, etc., for 
the purpose of seeking salaried employment. 

To attempt to estimate the probable unem- 
ployment of the transitional period with any 
degree of accuracy would be very difficult be- 
cause of the many uncertain factors involved, 
and would be exposed to the many elements 
of favorable or unfavorable influences that may 
or may not develop. However, it would appear 
that there is very little likelihood that the un- 
employment problem will reach 15 million, or 
even 10 or 8 million, as the author says could 
be feasible under certain conditions. 


UNEMPOYMENT POTENTIALS 


Unemployment potentials caused through 
“curtailed spending” appear to be magnified 
in the report. The American consumer has 
never experienced a more liquid position than 
today, with liquid assets equal to three times 
those of 1939, together with large cumula- 
tions of credit reserves and with substantial 
reduction in private indebtedness. An excellent 
example is offered by the retail credit, which 
in 1941 totaled 10 billion dollars and receded 
to 5 billion dollars. The farmer has, likewise, 
reduced his debt obligation and accumulated 
savings in very material proportions. With the 
enormous reserved buying power thus accrued, 
and the feverish demand awaiting the produc- 
tion of all kinds of consumer and capital 
goods, it would appear that too much concern 
has been expressed as to whether or not there 
will be enough civilian spending power avail- 
able for consumption and investments to pre- 
vent an abrupt and prolonged decline in total 
hours of employment. 

In forecasting the degree of postwar pro- 
ductivity and unemployment, the author of the 
study Providing for Unemployed Workers in. 
the Transition has apparently devoted much 
thinking to problems arising from “curtailed 
spending,” but has neglected to give recog- 
nition to two factors which particularly, at 
the present time, contribute greatly to further 
confusion in an already complex economic 
picture. By disregarding postwar wage demands 
on the one hand, and by excluding the prob- 
lems arising from the “hold-the-line’’ pricing 
policies of the administration on the other 
hand, the author eliminates two fundamentals 
of vita! importance in the unemployment prob- 
lem. 

There was little doubt that wage demands 
would be presented in more or less drastic 
manner after the stoppage of war contracts 
and after cessation of overtime payments and 
it was safe to proceed on the assumption that 
organized labor would make a major effort to 
maintain the level of “take-home pay.” It was, 
however, difficult to anticipate to what extent 
labor-management disputes would be allowed 
to spread. Even today, when strikes and walk- 
outs in basic key industries, such as the auto- 
motive industry, assume gigantic proportions, 
it is impossible to foresee the exact conse- 
quences. However, there is no doubt that work 
stoppage, particularly in basic industries, has 
a far reaching effect on production of badly 
needed parts and products and contributes dan- 
gerously towards a larger volume of unem- 
ployment. 

Another problem which the report has failed 
to take into consideration is the unrealistic at- 
titude expressed in the pricing policies of 
the OPA. Under diréctives issued by the Fed- 
eral Administration, the Office of Price Ad- 
ministration has stubbornly persisted in ad- 
hering to exact 1942 price levels without 
realizing that the freezing of prices arbitrarily 
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is the most fatal mistake. OPA has yet to 
understand that production and employment 
do not involve so much the problem of degree 
of profits as the establishment of an expecta- 
tion of profits and OPA has yet to answer 
the question how a reasonable profit expectancy 
can be created for producers facing obsolete 
price ceilings coupled with substantially larger 
raw material and labor costs. It would be 
comparatively easy to cite a multitude of cases 
where this unrealistic and impractical approach 
of pricing problems has retarded reconversion 
and the output of long expected goods. The 
Hon. Mr. Smith of Virginia. who as chairman 
of a special Congressional investigation com- 
mittee on Government Agencies, has expressed 
himself in his report about the activities of 
the Office of Price Administration as follows: 

“OPA’s policy of too strict adherence to 
1942 and sometimes even 1941 price levels, 
especially when applied to those cases where 
the cost of labor and materials has risen with 
government sanction, can prove seriously detri- 
mental not only to reconversion itself, but to 
the economy of the country and the utility of 
its currency.” 

Because of the importance of these two ele- 
ments which are affecting the unemployment 
aspects very decisively, it must be regretted 
that the report does not offer a detailed study 
of the effects of wage disputes and pricing 
policies. 

These two elements, unless a proper solu- 
tion can be obtained in comparatively short 
time, can result in retarding reconversion seri- 
ously, and may produce curtailed spending by 
forcing the jobless worker to conserve what- 
ever savings he has accumulated in order to 
provide for necessities of the daily life. 

Likewise, prolonged difference between cap- 
ital and labor may affect the willingness of 
business and industry to employ additional ‘cap- 
ital for new or expanded plant facilities and 
prevent, in this manner, the creation of a 
higher level of production and employment. 

The type of employer most affected by a 
situation of this character is the small em- 
ployer with limited capital, who provides em- 
ployment for the greatest number of people 
throughout our economy. Employment can be 
increased considerably by encouraging more 
employees to become employers, and_ those 
who are in business to continue, thus encour- 
aging the investment of the risk capital. This 
can be accomplished only by the presence of 
an incentive for profit that is being seriously 
affected by the existence of the two factors 
described above. 


SUGGESTED IMPROVEMENTS IN UNEMPLOY- 
MENT COMPENSATION 


In the opinion of the author, unemploy- 
ment compensation should be the chief means 
of providing for unemployed workers during 
the transition, and he suggests that certain im- 
provements are necessary if unemployment 
compensation is to perform its proper role in 
the postwar transition. 

The defects and weaknesses of the present 
system are stated as follows: 


1. Some categories of war workers are not 
covered. 
2. Weekly benefits provided for covered work- 
.ers in most states are unsatisfactory. 
. Duration of benefit payments before ex 
haustion of benefit rights is particularly in- 
adequate. 


Ww 


There is little disagreement concerning the 
suggested extension of coverage to include fed- 
eral employees, merchant seamen and em- 
ployees of small employers; omitting these 
from the protection of unemployment com- 
pensation is definitely discriminatory. 

There is a question, however, as to how fat 
we should liberalize the benefits of unem- 
ployment compensation. The Social Security 
program was enacted at a time when the coun- 
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try was struggling to emerge from what might 
be described as the most severe depression of 
our history. The benefit provisions for unem- 
ployment, at this initial stage, started low in 
many states, and particularly the duration of 
benefits, which were not adequate to meet 
difficulties resulting from prolonged unemploy- 
ment. However, as employment expanded, tax- 
able payrolls increased and produced greater 
tax revenue, building up simultaneously fur- 
ther reserves; States responded by improving 
their benefit structure more consistent with 
wage and income standards. Again using the 
State of New York as an example, their orig- 
inal bill provided a ceiling of $15.00 per 
week, with a maximum of 16 weeks’ benefit 
duration and a waiting period of 3 weeks. 
These provisions were gradually liberalized 
until the 1945 legislation passed an amend- 
ment to the unemployment insurance act ad- 
vancing the weekly benefit to a maximum of 
$21.00, extending the duration to a maximum 
of 26 weeks and cutting the waiting period 
to 1 week, effective June 4, 1945. This change 
constituted an increase of 40 per cent. in 
weekly benefits and 60 per cent. in benefit 
duration over the original act. Many other 
states have responded equally as liberal, some 
with less significant benefit increases. 

The recommendations of the author for 
more adequate unemployment benefits have 
been achieved: by the majority of the states 
since this report was written. 

The author’s demand for adequacy in bene- 
fit payments cannot be answered with a gen- 
eral formula. Adequacy is a factor that should 
be determined on the basis of the standards 
of living existing in individual States, terri- 
tories and other political sub-divisions. What 
might be considered adequate in one locality, 
may be inadequate in another, and rates, based 
upon the standard and cost of living in the 
highly concentrated areas in the north, with 
its geographic and climatic elements to be pro- 
vided against, as compared with the southern 
states and possessions where these elements 
are non-existent, would be over adequate for 
the latter. 


ABUSES OF BENEFITS 


Experiences, so far in the post war period, 
have evidenced misuses, that if permitted to 
continue without restraint, could ultimately de- 
stroy the fundamental objective of unemploy- 
ment compensation, viz, that of providing bene- 
fit protection to persons against ugemployment 
caused through no fault of their own. 

The attraction to utilize unemployment com- 
pensation insurance benefits sometimes in pref- 
erence to being employed in gainful and pro- 
ductive employment may be sufficient proof 
that the benefit provisions are at least adequate, 
particularly in view of the fact that unemploy- 
ment compensation benefits are not subject to 
any withholding or other deductions. 

Similar observations have been made by Dr. 
Emerson P. Schmidt, director of the Economic 
Research Department of the Chamber of Com- 
merce of the United States in his testimony be- 
fore the House Ways and Means and Senate 
Finance Committees on bills HR 3736 and 
bill 1274—“Ultimately, purchasing 
power consists of goods and services. Money 
is a mere medium of exchange. Paying more 
money to the unemployed will not provide any 
further stimulation to production in any sub- 
stantial degree. Indeed, because of the diffi- 
culties in recruiting adequate labor supplies, 
the payment of more liberal unemployment al- 
lowances may actually reduce the effective labor 
supply and, through consequent bottle-necks, 
create unemployment.” 

In view of these, and other factors, recom- 
mendations for uniform benefits throughout the 
entire United States and its possessions, if car- 
ried out, could create a situation where the 
jobless worker could receive greater ‘income 
from unemployment compensation than from 
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net “take-home” pay earned through regular 
employment. 

The author has suggested three methods for 
an improved general structure of unemploy- 
ment compensation to render it more effective 
during the reconversion period: 


1. Replacement of the present state-federal ar- 
rangement by a uniform national system. 

2. Supplementary benefits financed by the fed- 
eral government or a federal subsidy for im- 
proved state benefits. 

3. Federal aid or loan arrangement to support 
state funds so that adequate protection can 
be granted under the existing state-federal 
system, 


All three proposals suggest the further injec- 
tion of federal influences, and to follow up any 
one of the three would mean to use them as a 
vehicle toward the complete federalization of 
the unemployment compensation program. 

We are reminded of the fact that the com- 
bined reserves in the 52 subdivisional admin- 
istrations will reach between 7 and 8 billion 
dollars by the end of 1945, and if used and 
made available for an over-all federal program, 
would be sufficient to finance a very liberal 
program of unemployment benefits during re- 
conversion. 

The strong recommendations of the author 
towards federalization and unification of state 
unemployment funds are not a new and not a 
first attempt towards centralization of the un- 
employment system. As mentioned before, 
earlier attempts were made, for instance, in 
January 1942, which was based on the prob- 
lems of the solvency of unemployment funds 
and adequacy of benefits during the post war 
period, at which time a federal subsidy of 300 
million dollars was proposed. After considera- 
tion by Congress this proposal was turned 
down. 

In the Summer of 1944 another attempt was 
made to provide subsidy and was again re- 
jected, after careful examination of the transi- 
tional unemployment potentials by numerous 
Congressional committees who refrained from 
recommending federal subsidy. 

The last campaign was made through the in- 
troduction of House bill 3736 and Senate bill 
1274 proposing authorization of federal funds 
for unemployment compensation at a uniform 
benefit ceiling of $25.00 per week, with a 
maximum coverage of 26 weeks. 

The principles that are contained in the 
aforesaid bill are very similar to the recom- 
mendations of the author, both advocating the 
unification or standardization of benefits 
throughout the United States. An attempt to 
establish rates that would apply to all sub-di- 
visions would inflict wide discrimination. 

In view of the widespread discrepancies in 
costs and standards of living throughout the 
United States, we disagree sharply with the 
thoughts attempting federalization and provid- 
ing for a uniform benefit structure, because any 
equalization of benefits must forcibly result in 
abuse of unemployment compensation in those 
states where the standards and cost of living 
are comparatively low and on the other hand 
will penalize the jobless worker residing in 
states with higher cost levels. The historic re- 
sult of the wide range of diversification in re- 
gard to the geographic, climatic and economic 
conditions, was the division of the United 
States into independent States with state sov- 
eignty and state legislation adapted to specific 
needs. 

The same conditions are still prevailing; 
equalization of benefits would mean a denial 
of this important fact and would result in tre- 
mendous inequities by placing a premium orf 
unemployment in some States and unjustified 
hardship in others. 

The author has further suggested a central 
guaranty fund as the most practical and effec- 
tive way for the accomplishment of improve- 
ments in the post war unemployment com- 
pensation, by inferring, with this support, 
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states presumably would be less reluctant to im- 
prove their benefit provisions and to use their 
reserves more effectively. 

Federal moneys would be used for the pay- 
ment of, reasonable benefits in those states 
where funds became exhausted and the federal 
government would continue to meet any excess 
of benefits over contributions as long as the 
state’s reserve remained depleted. No provi- 
sions are made to repay federal ‘loans for funds 
received. 

Furthermore, the author proposes to finance 
the suggested federal guaranty fund by: 


1. Converting the excess of the federal employ- 
ment tax not needed for administration. 

. Converting the interest paid on the 52 sepa- 
rate reserves which now amounts to approxi- 
mately 100 million dollars per annum. 


No 


It is suggested that these two sources of rev- 
enue prove insufficient, additional income for 
the guaranty fund could be obtained by a small 
reduction in the 2.7 tax now collected by the 
states, in favor of a proportionate increase of 
the federal tax rate. This proposal is based on 
the theory that the average state rate has been 
reduced to 2.3 per cent. and 2.2 per cent. of 
the covered payrolls, through experience rat- 
ing, and that, therefore, the federal tax could 
be increased correspondingly to 0.7 per cent. 
or 0.8 per cent. 

Translating this proposal into practice would 
involve further inequities because of the sharp 
variation among unemployment tax percentages 
collected by the various states and because of 
the elimination of benefit now enjoyed through 
experience rating systems. 

Another source of supplying the guaranty 
fund is suggested from appropriation from 
general revenue. 

The implications in the suggested method of 
establishing and financing the so-called guar- 
anty fund are obvious and do not need further 
comment. 

Experience has proven that the federal tax of 
0.3 per cent. is excessive for the purpose in- 
tended. It would, therefore, seem logical that 
an offset can be made from the federal tax to 
the unemployment compensation tax to provide 
increased revenue for the states which have the 
first responsibility of meeting the unemploy- 
ment compensation within their geographical 
limits. 

RELIEF 

A residual program of general relief based 
on subsistence needs for those not covered or 
inadequately covered by other insurance, as 
favored by the author, seems advisable in the 
event that conditions should deteriorate rapidly 
into an emergency. 


ACTION BY PRIVATE INDUSTRY 


The early ending of both wars and the al- 
most immediate following shutdown of major 
war plants disposes of the recommendations 
for dismissal and severance pay to war work- 
ers. There is no doubt, however, that plan- 
ning of operations, execution of maintenance 
and repair work and advance hiring procedures 
would be a welcome contribution towards 
minimizing of idleness. 


EDUCATION AND TRAINING 


Wholehearted support is given to the edu- 
cational and training program, designed pri- 
marily for persons experiencing reconversion 
and frictional unemployment. 


PuBLIC WorKS 


During the war years, states and municipal- 
ities have generally accumulated a backlog of 
postponed needed improvements. A program of 
public works permitting expansion or contrac- 
tion, both nationally and locally, combining 
correct timing and flexibility should be drawn 
up and kept in readiness for emergencies, 
whereby the necessity of absorbing great masses 
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of unskilled labor should receive first consid. 
eration. It is, however, anticipated that finan. 


CALCULATOR...2»° cial participation of the Federal Government 





will be required, as a —. of ee 
“nS have not yet fully recovered from the last ma- 
outstanding jor depression. 
8 It is generally conceded that the best sole. 
tion to the unemployment problem is provid. 
giculator- ing employment opportunities. The Depart. 
ment of Commerce has reported that manufac. 
turers are planning an outlay for plant, equip. 
ment and alterations totaling approximately 
4Y/, billion dollars or three times the average 
annual figure of 1937 to 1940, and more than 
half again as large as in 1929. Supplemented 
by proposed capital investment to be made by 
public utilities, railroads and trade services, : 
the prospects for developing and expanding es 
job opportunities are tremendous. Therefore, 
instead of thinking in terms of centralization, 
unification, liberalization and federalization of ‘a8 
the unemployment compensation structure, it vee 
is suggested to concentrate rather on methods ere 
of preventing unemployment by creating the a 
highest level of production possible. 

I can conceive of no clearer and more con. 
cise approach to our unemployment problem 
than is outlined by Dr. Emerson P. Schmidt, 
Director, Economic Research Department, 
Chamber of Commerce of the United States be. 
fore the House Ways and Means and Senate 
Finance Committees: 

“The best contribution which we can make 
es ver to our most valued resources, namely human 

nd disco resources, is to give confidence to business, as- 
a surance of political and constitutional stability, 
P adequate profit expectations, commensurate 
{10 can with the risks involved to launch large-scale 
civilian employment and production. The ex- 

one iny pectation of profits is the great American en- 
ow any 1 Answ ers gine for attaining results. There is no differ. 
duce usefu ence between the profit-motive and the wage. 
oO i motive. Wages and profits are incentives. Not 
truction high profits or low profits, but the maintenance 
of the expectation of profits is what puts men 

to productive work. 
al problems: “If unemployment threatens, let us adopt 


«$a FRIDEN 


the world’ 
aric © 












be taught to pr 
snutes 1S 


policies which will provide more people with 
the incentive to become employers. If every one 
tries to get on some one else’s payroll and too 
few have the courage and incentive to create 
payrolls, of course, there will be unemploy- 
ment. The government can make its greatest 
contribution to employment and to safe debt 
management and fiscal policy by doing those 
Cal- things which will induce more people to be 
come job-creators rather than job-seekers.” 


sndividu 


Urges Tax Incentives 

for New Enterprises 
In order to insure a prosperous postwar 
economy, Congress should permit new enter- 
prises, both corporate and individual, to spread 
their losses over a four-year period, instead 


l and Iw of the present two-year period specified in the 

‘L Federal income tax laws, Peter Guy Evans, 

is avat C.P.A. and Attorney of New York City, pro- 
250 posed at the final session of the Fourth An} --— 

mately nual Institute on Federal Taxation of Rhode 

ales Island State College. Mr. Evans, Chairman of 


the Institute, pointed out that in new ventures 
t the the first few years, being the most difficult, 
oughov are usually years in which losses are suffered. 
“Therefore,” he added, “the present two-year 
carry-forward provision is wholly inadequate. 
In order to attract new capital these carry: 
forward provisions should be extended to four 
years. If new capital is given four years, rathet 
than two, in which to make good the losses 
sustained in the early years of new business, 
idle capital will seek investment in new enter 
ptises and thereby provide the millions of 
jobs necessary to carry out the Administration's 
long-term ‘Sixty Million Job’ program.” 
' * * * 
“No system of government is going to work 
Cco., INC, unless the people do.”—The Holt (Michigan) 
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WHO-WHERE-WHAT-HOW 
“of Wage and Hour 






€ incurring of 
T the law 





The Cumulative Wage and Hour Manual answers officially virtually all questions 
raised to date concerning Federal regulation of Wages and Hours. It contains every 
currently effective ruling, order and interpretation issued since the beginning of the 
Wage-Hour Law. An authoritative tool, the Manual will assure uniform procedure 
in maintenance of records required under the law and in determining new policies. 


16 chapters cover all aspects of the Fair Labor Standards Act of 1938, its applica- 
tion and enforcement. 

4 chapters report in detail all developments relating to the Walsh-Healey Public 
Contracts Act. There is included a reference source and guide to miscellaneous Fed- 
eral Laws concerning special classes of employees. 


1619 pages ihoroughly indexed for speedy accurate reference. 
Insure against costly mistakes—Be sure of your decisions—Order $ 1 


Cumulative Wage and Hour Manual today for examination. See how 
it will assist you many times in your day-to-day wage-hour problems. 











The Bureau of National Affairs, Inc. #3 Name 
24th & N Streets, N. W., Washington 7, D. C. 


Please send me...... copies of the new 1945 
edition of the Wage and Hour Manual at $10 
per.copy. I-understand that if I do not find it 
satisfactory within 10 days I may return it for Address 
immediate cancellation of this order. 
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Controllership Foundation: 


The article which follows presents the sub- 
stance of a report by President Daniel J. Hen- 
nessy to the Board of Trustees of the Coutrol- 
lership Foundation at its meeting in New York 
on December 7, 1945. It is published because 
of its interest to controllers and financial offi- 
cers of corporations, many of which have sub- 
scribed to the work of the Foundation. 

—T he Editors 


The Controllership Foundation was incorpo- 
rated under the membership laws of the State 
of New York on November 29, 1944. 

During December, 1944, a  fifteen-page 
pamphlet was released giving information with 
respect to the Controllership Foundation, its 
By-Laws, how it would operate, how it was to 
be financed, with particular reference to the 
type and grades of membership, its relation to 
The Controllers Institute of America, and what 
it hoped to accomplish. Membership application 
blanks were included also. This was before any 
formal meeting of The Foundation had been 
held or officers elected. 

At a meeting of the Board of Directors of 
The Institute held January 26, 1945, fifteen 
trustees for the Controllership Foundation, Inc. 
were designated by the Founder Member, the 
Controllers Institute of America. 


First CORPORATE MEETING 


At the first meeting of the Controllership 
Foundation held March 5, 1945, a President- 
Chairman of the Board was elected, also a 
Treasurer and a Secretary pro tem., thus put- 
ting The Foundation in corporate form to pro- 
ceed with business. Other corporate formalities 
were carried out. 

Considerable discussion was had with respect 
to the reaction of the membership of The Insti- 
tute throughout the country to the membership 
method of raising funds for The Foundation. 
It was thought desirable to issue a new bro- 
chure ‘concerning The Foundation giving more 
specific information as to its purposes with 
reference to definite projects in which it might 
properly engage, how The Foundation was to 
operate and its relation to The Institute. 

At the meeting of April 5, in Philadelphia, a 
Vice President was elected and appointment of 
an Executive Committee was approved. After 
other corporate formalities had been disposed 
of, there was extended discussion with respect 
to policies and methods of raising a fund re- 
ferred to as a ‘‘nest egg.” 

Up to that time applications for Associate 
and Sustaining Memberships to approximately 
$5,000 and contributions of some $600 had 
been received. It was the concensus of opinion 
» that the money received for such memberships 
should be refunded. The Trustees voted that 
the Associate Membership be suspended indefi- 
nitely and that all members of The Institute 
automatically gain membership in The Founda- 
tion without dues, and dues which had been 
offered be refunded. 

Shortly thereafter such dues were refunded 
with a letter saying for the time being we 
would not proceed with the acceptance of such 
dues and that each member would be entitled to 
all reports and benefits of The Foundation 
through his membership in The Institute. 


LITERATURE DEVELOPED 


It was decided to prepare a brochure or book- 
let outlining the aspirations and policies of 


A Progress Report 


The Foundation; also, a statement of specific 
projects which The Foundation could accept- 
ably undertake when the necessary funds were 
available, and at the same time to ask com- 
panies represented in The Institute for contri- 
butions to accumulate the “nest egg” above 
referred to. Particular attention was to be paid 
to a descriptive statement of “Typical Projects” 
of practical business value as suggested by one 
member in his review of the pamphlet issued 
in December, 1944. 

An article was prepared and published in the 
September issue of “The Controller,” entitled 
“The Controllership Foundation, Its Aspira- 
tions and Its Policies.” This gave the complete 
story of The Foundation from the time it was 
first thought of in 1936 to the day the organiza- 
tion meeting was held in March, 1945. There 
was also prepared a four-page folder, ‘‘Control- 
lership Foundation, Inc.,” showing the names 
of the trustees and a partial list of typical proj- 
ects and studies which The Foundation might 
under acceptable circumstances undertake. 
Eight were fully described and twenty-four addi- 
tional suggestions were listed. This indicates 
the wide field of research and discovery in 
which technically competent organizations or 
persons could render service with profitable 
results to business as a whole and to members 
of The Institute. 

A letter was sent to each member of The 
Institute explaining the change in policy as to 
financing The Foundation and advising that he 
is a member of The Foundation without pay- 
ment of dues and that all reports and benefits 
of The Foundation would be his through mem- 
bership in The Institute. Each member was also 
sent a letter addressed to an officer of his com- 
pany which, if he thought advisable, could be 
brought to the attention of such officer. This 
letter asked for a company contribution. A re- 
print of the article and a copy of the folder re- 
ferred to above were enclosed in each letter. 

Professor Ross G. Walker, of Harvard Uni- 
versity, a Trustee, came to New York and gave 
part of his vacation discussing and assisting in 
the preparation of this material. Numerous 
conferences were held with Mr. Duhig, Vice 
President and Chairman of the Executive Com- 
mittee, and Mr. Tucker, each of whom has gen- 
erously given time and thought to the effort. 
So far the reaction to this material by the mem- 
bers of The Institute and their companies must 
be measured by money response and corre- 
spondence received. 


ANNUAL MEETING OF THE INSTITUTE 


At the Annual Meeting of The Institute held 
in Chicago September 24, your President made 
an informal report on the progress of The Foun- 
dation to members of the various Controls rep- 
resented there. The aspirations and policies of 
The Foundation were outlined in a short talk. 

Between sessions, in visits with members 
from various Controls, The Foundation was dis- 
cussed thoroughly and inquiries, of which there 
were an abundance, were answered to the best 
of our ability. The impression gained is that 
members of The Institute are seriously inter- 
ested in the possibilities of The Foundation. 


COMMITTEES ON COOPERATION 


The Boston Control has appointed a commit- 
tee, with Mr. John S. Learoyd as Chairman, to 
cooperate with The Foundation. Several dis- 


cussions with respect to Foundation matters 
were had with Mr. Learoyd during the summer 
months. 

On invitation of Mr. Thomas A. Dunbar, 
President of the Boston Control, your President 
addressed a closed meeting of that Control on 
October 30. Aspirations and policies of The 
Foundation were outlined, and during the dis. 
cussion period inquiries were answered to the 
best of our ability. 

At a meeting of the National Board of Di. 
rectors of The Institute held November 16, a 
short, informal report on The Foundation was 
made. It consisted mainly of a list of the con- 
tributors, the total amount received, and with- 
out identification, the pattern of contributions, 
As a result, all Controls were to be requested 
by the National President of The Institute each 
to appoint committee on cooperation with The 
Foundation. 

A resolution of the National Board was 
passed suggesting that a letter be sent to each 
member of The Institute saying that it was the 
unanimous opinion of the Board that all mem- 
bers of The Institute be invited to get behind 
the establishment of a fund during the oppor. 
tune year of 1945. It was also suggested that 
the letter contain a list of the contributors so 
far and the total amount received classified as 
to the pattern of contribution without individ- 
ual identification. The letter, a four-page folder, 
was mailed as of November 28, 1945. Sufficient 
time has not elapsed to warrant response to 
this communication. 


Applied Control Need to Solve 
Cost-Price Squeeze 


Pricing policies require the accounting ap- 
proach, and their solution by the accounting 
formula of applied control is the only basis on 
which to sdlve the cost-price squeeze with 
which most management is confronted, Henry 
C. Perry, treasurer of the Heywood-Wakefield 
Company, furniture manufacturers, said at a 
recent meeting of the New York Chapter, 
National Association of Cost Accountants. 

Mr. Perry is a past national president of the 
Controllers Institute of America and is cur- 
rently serving as chairman of its National Com- 
mittee on Education. 

Emphasizing the need for different pricing 


methods during peacetime than those used dur- | 


ing the war, Mr. Perry pointed out that pricing 
is not entirely a sales problem although sales 
management must determine on what price basis 
a product will find a market. “But since costs 
dictate prices,’’ he told the meeting, “responsi- 
bility falls on you for a formula underlying 
price structure and price relief.” 

Accountants, he added, must keep sales man- 
agement from thinking that if “so-and-so can 
sell at such-and:such a price so can we.” 

It is important to remember, Mr. Perry said, 
that many of the techniques used for the regu- 
lation of the costs of production are equally 
applicable to costs of distribution. “Factory 
accountants,’ he added, “recognize that in pro- 
duction, successive applications of capital and 
labor ordinarily will permit rapid expansion of 
physical output, which generally results in 
lower unit costs. In marketing operations, how- 
ever, the same applications of capital and labor 
will not necessarily produce automatic increases 
in consumption and sales unless by the addi- 
tional investment more customers are petf- 
suaded to buy.” 
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THIS IS A TIME FOR 


CLEAR VISION ANo 
HARD FACTS 


HANGE is undeniably the Big Word today in business 
C: and industry. Many problems loom on the horizon which 
call for clear vision and decisions based on hard facts—facts 
which, in many cases, will be up to controllers and accounting 
executives to supply. Costs, prices, profits, taxes—all take on new 
importance because of wage controversies, regulated prices, and 
other developments of wide significance. ; 





HE JOURNAL OF AC- 
COUNTANCY, for forty 


problems. It is keyed to the 
times. Present conditions tell 





years the accepted authority on 
accounting matters, contains, 
in each issue, penetrating edi- 
torials and articles by men 
on the firing line—important 


you more forcibly than any 
words why you need The Jour- 
nal of Accountancy, where 
leaders in public practice and 
industry bring you the results 


of their thinking and their ex- 
perience. 


information on current ques- 
tions, and answers to specific 
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SEC Opinions on Income Tax 
Treatment in Statements 


The Securities and Exchange Commis- 
sion released on November 16 a state- 
ment of the Commission's opinion regard- 
ing ‘Charges in Lieu of Taxes” and ‘‘Pro- 
visions for Income Taxes’ in the profit 
and loss statement. 

The purpose of the statement, it was 
explained, was to outline the Commis- 
sion’s views in the matter of so-called 
“Charges in lieu of income taxes” and of 
“Provisions for income taxes” which are 
intentionally in excess of those actually 
expected to be payable; to give the rea- 
sons for that opinion; and to state its 
views on the points which certain ac- 
counting firms have made in connection 
with the principles discussed herein. 

For some time there has been grow- 
ing up a practice said the SEC, tolerated 
by some accountants and sincerely advo- 
cated by others, pursuant to which the 
current income account is charged under 
the heading of income taxes or charges 
in lieu of income taxes, not only with the 
income taxes expected to be paid by the 
company, but also with an additional 
sum equivalent to the reduction in taxes 
brought about by unusual circumstances 
in a particular year. (“In general, the un- 
usual circumstances are based on differ- 
ences in the accounting treatment of cer- 
tain items for income tax purposes and 
for general financial purposes,” the Com- 
mission pointed out. “For example, losses 
and expenses which had to be taken as 
income tax deductions in a given period 
were not also taken as deductions in the 
profit and loss statement for the same pe- 
riod. Instead, because of differences in 
accounting methods, such items had al- 
ready been charged off against income in 
previous years, or were being charged off 
directly to surplus or reserves, or were to 
be deferred and charged off against in- 
come in future years.”’) 

Certain public utility companies, it was 
stated, have included such charges and 
excessive income tax provisions among 
their Operating Expenses. This additional 
charge against income is, in most cases, 
offset either by a credit to surplus or by 
utilizing the reduction for some special 
purpose such as eliminating a portion of 
unamortized discount on bonds. The 
amount of the estimated reduction has 
been colloquially termed a “tax saving” 
and the general problem is loosely re- 
ferred to as the “treatment of tax sav- 
ings.” (We think this terminology is un- 
desirable in principle and possibly mis- 
leading, said the SEC, our preference 
being to call them “tax reductions.”’) 

“This practice with its variants has 
caused the Commission some concern and 
it seems desirable now to state our views 





as to the accounting procedures appro- 
priate in such situations and to give the 
reasons for them.” 

In summary, the conclusions which the 
SEC released are as follows: 


1. The amount shown as provision for taxes 
should reflect only actual taxes believed to be 
payable under the applicable tax laws. 

2. It may be appropriate, and under some 
circumstances such as a cash refunding opera- 
tion it is ordinarily necessary, to accelerate the 
amortization of deferred items by charges 
against income when such items have been 
treated as deductions for tax purposes. [Under 
the controlling decisions of the Federal courts 
(Helvering v. California Oregon Power Co. 


75 F. (2d) 644 (1935) D. of C., Helvering 


v. Union Public Service Co. 75 F. (2d) 723 
(1935) Eighth Circuit) unamortized bond dis- 
count and expense applicable to bonds being 
refunded through the issuance of new bonds 
for cash are deductible for purposes of the 
Federal income tax in the year in which the 
refunding takes place. Not all accountants, 
however, are in accord that such items must as 
a matter of sound accounting be immediately 
written off. Many believe that such items 
should preferably be amortized against income 
over the life of the refunding issue if a cor- 
rect statement of the cost of money is to be 
obtained. (Cf., Healy, Treatment of Debt. Dis- 
count and Premium Upon Refunding, 73 Jour- 
nal of Accountancy 199 (March 1942) ]. 

3. The use of the caption “Charges or pro- 


Reconversion Era Calls for Close Cooperation 
of Management Groups 


Declaring that analysis of distribution 
and obsolescence by business management 
seems due for a major overhauling, Mark 
S. Massel, a member of the law firm of 
Bell, Boyd and Marshall, draws this con- 
clusion in the Harvard Business Review: 

“One element stands clear: the func- 
tions of depreciation, obsolescence, re- 


pairs, and replacement require more co- . 


ordination and imaginative considerations 
than ever before in the development of 
top policy. Conventional accounting state- 
ments and budget forecasts do not meet 
all the needs of the day. It seems desir- 
able to tie in the entire range of account- 
ing and financial decisions with a basic 
coordination of the problems involved in 
production, pricing policy, and future 
competitive relationships. During a period 
when a great many companies must make 
far-reaching decisions on which products 
to make, as well as what production and 
price policies to follow, a complete evalu- 
ation seems to require a fresh approach 
to the problems of new investment, re- 
placements, modernizations, and repairs. 
“There is no convenient road map for 
the analysis of these problems or their 
solutions in all companies. Nor is it prac- 
ticable to set down a general program for 
developing coordination in the analysis 





visions in lieu of taxes’ is not acceptable. 

4. If it is determined, in view of the tay 
effect now attributable to certain transactions, 
to accelerate the amortization of deferred 
charges or to write off losses by means of 
charges to the income account, the charge mad 
should be so captioned as to indicate clearly 
the expenses or losses being written off. 

5. The location within the income statement 
of any such special charge should depend om 
the nature of the item being written off. I 
the case of a public utility, for example, a spe. 
cial amortization of bond discount and ex. 
pense should not be shown as an operating 
expense but should be classified as a special 
item along with other interest and debt service 
charges in the “other deductions” section. 

6. It is appropriate to call attention to the 
existence of the special charge by the use of 
appropriate explanatory language in connection 
with intermediate balances and totals. 

7. In the preparation of statements reflec. 
ing estimates of future earnings, it is ordi 
narily permissible to reflect as income taxes 
the amount which it is expected will be pay. 
able if such earnings are realized provided, of 
course, the assumptions as to the tax rates are 
disclosed. 

8. In the preparation of statements which 
are designed to “give effect” to specified trans. 
actions, the provision for taxes may, depending 
on all the facts and circumstances, properly 
represent either (a) the actual taxes paid dur 
ing the period adjusted to give effect to the 
specified transactions, or, (b) an estimate of 
the taxes that it is expected will be payable 
should the income of future years equal 
in amount to the adjusted income shown in the 
statement. 

The statement should, of course, clearly 
show what the provisions for taxes purports to 
represent. 


of production, purchasing, engineering 
sales, accounting, and finance. The ont 
feature which is common to most com- 





panies is the need for a strong realization 
of the importance of improved teamwork 
and basic re-evaluation and many time 
tested policies. 

‘Moreover, the analysis of depreciation 
and obsolescence is but symptomatic of 1 
whole range of problems in management 
today. While producing for war, develop. 
ment and production personnel found 
that they could work together much more 
closely than had hitherto been realized. 
At the same time, because of a ready sup 
ply of funds and an unsatisfied market 
many financial and sales departments 
were able to leave the active management 
problems in the hands of those directly 
concerned with production. As the wat 
stimulations wear off, these management 
groups will have to work together agaif. 





They can go back to the old ways—with 
financial and sales personnel in the sad 
dle—or they can promote more effective 
teamwork and duplicate some of tht 
enormous production gains which showei 
up during the war. The development 0 
the means for closely knitting these ele 
ments of industrial management const: 
tutes one of today’s fundamental issues. 
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Positions Wanted 








Controller—Treasurer—Financial Executive 


Institute member desires position as control- 
ler, treasurer or financial executive. College 
trained with emphasis on accounting, business 
finance and economics. Has been controller for 
eight years of a very large industrial manufac- 
turing concern, and was previously a chief 
accountant in industry and a public accountant. 
Experience and responsibility have included all 
phases of general and cost accounting, budget- 
ary control, methods and procedures, auditing, 
and salary and wage administration. Quali- 
fied to assist top management in the creation 
of policy and organization, with proven ad- 
ministrative ability. Best of references. Age 36, 
married, three dependents. Address: Box 553, 
“The Controller,” One East Forty-Second 
Street, New York 17, N. Y. 


Controller or Assistant to President 


Institute member. A resourceful and con- 
scientious executive, qualified by ability and 


Batablisha: 
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eighteen years of experience to plan, direct and 
execute responsibilities. Heavy experience in ac- 
counting systems and procedures, cost, budget, 
finances, credits, taxes, reorganizations, man- 
agement and personnel organization. College 


- graduate. Minimum salary $10,000. Address: 


Box 554, “The Controller,” One East Forty- 
Second Street, New York 17, N. Y. 


Treasurer—Controller—Budget Officer— 
Executive 

Now employed as Assistant Treasurer and 
Assistant General Controller in large manufac- 
turing organization. Eighteen years’ experience 
in general and cost accounting (including 
standard costs), budgets, taxes, machine instal- 
lations, systems, etc. Considerable experience 
in administration, cost reduction, and control. 
Age 35—married. Salary $12,000. Address: 
Box 555, “The Controller,” One East Forty- 
Second Street, New York 17, N. Y. 


Controller 

Associated at present with the airplane in- 
dustry of California, handling controller and 
treasurer functions and responsibilities. Back- 
ground consists of broad public accounting ex- 
perience, with national firms, corporation tax 
work, internal auditing experience specializing 
in methods and procedures. Capable of manag- 
ing subsidiary division or branch, of moderate 
size (manufacturing) plant or as controller or 
chief executive assistant of manufacturing 
corporation. Salary $9,000 to $12,000. Avail- 
able March 1. Address: Box 556, “The Con- 
troller,” One East Forty-Second Street, New 
York 17, N. Y. 


Controller—Treasurer—Chief Accountant or 
Business Manager 


Desires position of responsibility. Has fif- 
teen years of wide and varied experience in 
industrial organizations and five years with 
certified. public accountant. Experience em- 
braces systems, budgets, financial statements, 
office procedures, federal and state taxes. 
Knows how to interpret figures with under- 
standing and to translate them into vital facts 
for management. Has operated plants. Univer- 
sity graduate, age 46, married, no children. 
Address: Box 557, ‘The Controller,” One 
East Forty-Second Street, New York 17, N. Y. 


Controller or Assistant 


Institute member, Navy Finance Officer, age 
34. Desires position requiring man thoroughly 
experienced in accounting and internal control 
with adequate knowledge of costs, taxes, and 
budgets. Experience, 3 years controllership, 3 
years internal auditor, 5 years public account- 
ing. College accounting degree. Two parts 
New York State CPA examination passed. 
Address Box 558, ‘““The Controller,’’ One East 
Forty-second Street, New York 17, New York. 


%* * * 


Total state tax revenues rose from $3.3 
billion in the fiscal year 1940 to almost $4.1 
billion in the fiscal year 1944, exclusive of 
unemployment compensation contributions. 
Income taxes and general sales taxes were 
the items contributing most to the 24.2 per 
cent. increase. The increase would have been 
greater if commodity shortages and rationing 
had not produced declines in revenue from 
several important excises, particularly motor 
fuel and related license taxes. 





Chart-Facts Executive Service 

An authoritative impartial analysis of your 
current financial data presenting in chart 
form the pertinent trends and relationships of 
your company and industry. A personal serv- 
ice designed to give management graphic 
finger-tip facts on matters of current interest. 
CHART-FACTS, 49 Fifth Ave., New York 17 

MU 2-2492 




















OBITUARIES 








RALPH C. MILLER 


Ralph C. Miller, comptroller of the Penn- 
sylvania Railroad, died on his sixty-seventh 
birthday, December 11, in Bryn Mawr Hos. 
pital, Philadelphia, following a long illness, 
Mr. Miller was with the railroad for forty. 
four years. He began as an assistant on its 
engineer staff, as a civil engineer immediately 
following his graduation in 1901 from Ohio 
State University. 

Born in Zanesville, Ohio, Mr. Miller passed 
most of his railroad career in Ohio, Indiana 
and Illinois. Over a period of twenty-five 
years, he was successively, superintendent of 
the Schuylkill, Toledo and Columbus divisions 
and general superintendent of the Southwestern 
division at Indianapolis, and of the eastern 
Ohio division, Pittsburgh. 

He became assistant chief engineer of the 
railroad with headquarters in Philadelphia in 
January, 1940, and in May 1943, he became 
comptroller. He held certificate number 3128 
in the Controllers Institute of America, by vir- 
tue of election in October, 1944. 

Surviving are his wife, a son, Ralph C, 
Miller, Jr., and two daughters, Mrs. William 
Brown and Mrs. William Schultz. 


S. L. DAVIS 


Mr. S. L. Davis, controller of the United 
Gas Pipe Line Company of Shreveport, Louisi- 
ana, died on December 6, 1945. A member of 
the Controllers Institute of America since Feb- 
ruary, 1940 and holder of certificate number 
1641, Mr. Davis had been controller of the 
Union Producing Company, Houston Gulf Gas 
Company, United Oil Pipe Line Company and 
Comisario of Compania Mexicana de Gas, S. A. 
He was one of the group of controllers which 
sponsored the organization of the Dallas Con- 
trol of The Institute in February, 1944. 


Profit-Sharing Advocated 


Profit-sharing relationships between capital, 
management and labor are the best basis for 
constructive industrial relations, it was pointed 
out recently by J. Pryse Goodwin, ACA (Eng: 
land) C.P.A. (illinois). 

Profit-sharing, he declared, “transforms labor 
into a different being. No longer in conflict 
with management, the profit-sharer entertains 
the viewpoint of the proprietor—all out for 
increased production and for the elimination of 
waste. Under its influence I have observ 
employees produce in eight hours what they 
used to produce in ten; also themselves drive 
out drones. 

“This change in viewpoint goes a long way 
to insure those profits in which labor is going 
to share. It also does much to improve the 
health and happiness of the worker; while 
management can sleep nights with the knowl 
edge that labor is working with rather than 
against.” 


Small Business and 
The Veteran 


Recognizing the responsibility of banks to 
serve the desires of returning veterans for 
economic opportunity and security, and the 
need for mutual understanding between banks 
and veterans of the many problems involved 
in small business loans, Manufacturers Trust 
Company, New York, has distributed a booklet 
containing a recent speech by Mr. John B. 
Paddi, the bank’s vice-president, entitled “Op- 
portunities, Qualifications and Risks in Small 
Business for Veterans Under the G.I. Bill of 
Rights,” in his official capacity as Chairman 
of the Advisory Committee of Veterans Ad- 
ministration for New York County. 
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Here’s the payroll system every 
business, large or small, needs to 
assure speed, accuracy and complete- 
ness, at minimum cost. 


It's Multi-Matic—the method 
that gets all records posted right and 
right on time whether payments 
are made by cash, machine-written 
check or hand-written check. 
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New PAYROLL System... 


ASSURES ACCURACY...SAVES WORK... 
COMPLETES ALL RECORDS IN ONE WRITING! 
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Because a// records are written in 
one operation, there is no copying 
of entries from one form to another. 
Less work. No transposition of 
postings. No rechecking for accu- 
racy. More speed. Lower cost! 


Multi-Matic has been designed 
on the basis of world-wide experi- 
ence and studies. In principle and 


Accounting Plan for 


Name 


Re ee ar re 


PLEASE SEND folder describing in detail the Multi-Matic Payroll 


CHECK stub or pay state- 
ment, earnings record and 
payroll register written in 
rol al -Mmeo} ol-Saehilola) 


ALL records always up-to- 
date, in balance, ready for 
government inspection. 


EXCLUSIVE device spaces 
each entry on proper line. 


in operation, its advantages have 
been welcomed by many leading 
organizations. 

Three standard Muli-Matic Pay- 
roll systems are available to meet 
every requirement. If desired, the 
same board can be used for general 
accounting. Call our nearest Branch 
Office, or use the convenient coupon. 


employees. 





Company 





Address 





City and State 





SYSTEMS DIVISION 


REMINGTON RAND 


315 Fourth Ave., New York 10, N. Y. 


COPYRIGHT 1945, REMINGTON RAND INC. 
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Check List for Annual Reports 


Consider the reader of your company’s an- 
nual report, is the advice given by Harold E. 
Green in a recent issue of ‘Printers’ Ink.” If 
you really do consider the reader, you will find 
yourself writing about something else beside 
profit and loss, and dividend checks. If you 
do not, cautions Mr. Green, the chances are 
good that the corporation’s report will be sim- 
ilar in editorial content and appearance “‘to an 
inter-office memo from the head accountant to 
the controller.” Far too many reports look like 
that today, he adds. 

After studying a representative group of 65 
annual corporate reports, Mr. Green offered 
the following check list: 


1. Cover 


a. Title 
b. Front, back and inside cover pages 


2. Page One, Text (one or more of the fol- 
lowing may be used individually or in 
es and not necessarily on page 
1). 

a. Title page 

b. Foreword 

c. Introductory message 
d. Table of contents 

e. Main text beginning 


3. Executive Messages (often a combination 
of 4, 5, 6, 7 and 8). : 


4. Finances 

. Assets and liabilities 

. Auditor’s statement 

. Annual meeting notice 

. Bonus schedules 

. Dividends 

. Historical data 

. Income and expense 

. Industry figures 
Investments 

Markets 

. Miscellaneous statistical data 
Pensions 

. Physical plant acquisitions 
. Physical plant disposal 

. Proxy statement 

. Sales statistics 
Stockholders 

Subsidiaries data 


POAUVOD Fer rom moan op 


5. Operations 

a. Advertising 
. Distribution 
Product 
d, Production 
e. Raw materials 
f. Sales 


as 


6. Economic and Social Aspects 


a. Conservation 
product by consumers 
raw materials by company 
b. Employees 
c. Government relationships 
administration 
legislation 
taxation 
d. Industry relationships 
business 
labor 
e. Research, product development 


7. World War Il 
a. Company participation 
b. Employees in service 
e. Industry participation 


8. Postwar 


a. Employment, 
veterans 


b. Markets 


especially returning 






c. New and old product development 
d. Reconversion 
e. Sales, advertising and distribution. 


Examination of the check list, “The Man- 
agement Review’ recently noted, indicates that 
preparation of an annual report is indeed a 
complicated undertaking with such postwar 
topics for subject matter as: markets, distri- 
bution, sales advertising, new and improved 
products, returning veterans and full scale em- 
ployment—all of which points to greater social 
and ecqgnomic emphasis than before. 


1944 Results of Department and 
Specialty Stores Are Analyzed 


Operating results of department and spe- 
cialty stores in 1944, based on information by 
468 firms operating 634 stores, is included in 
Bulletin No. 122 of the Bureau of Business 
Research, Harvard University. Professor Mal- 
colm P. McNair is the author of the study 
which covers aggregate sales of more than 
$2 and Y, billions or approximately 34 per 
cent. of the total sales mf all department and 
Specialty stores in the United States during 
1944. This study, the twenty-fifth in an un- 
broken series of annual reports in this field, 
was again made possible through the coop- 
eration of the members of the National Re- 
tail Dry Goods Association. 

Some of the more interesting of the depart- 
ment and specialty store operating results for 
the year 1944 may be summarized as follows: 


1. Department Stores on the average increased 
their sales by 12.3 per cent. over 1943, and 
specialty stores experienced a similar advance. 
These increases were evenly distributed over 
all volume groups, although wide variations 
from the average were reported for different 
geographical areas and cities. A great number 
of transactions and larger individual sales 
checks accounted almost equally for the ad- 
vances in total volume. 

2. Department store gross margin percent- 
ages were slightly lower than for the preced- 
ing year, a reflection of a lower initial mark on 
percentage. Specialty store gross margins were 
also lower than in 1943, but, characteristic of 
the women’s ready-to-wear and accessory trade, 
they remained above department store margins 
in general. 

3. Total expense for department stores, as 
shown by the general averages for all report- 
ing firms, dropped 114 per cent. of sales to 
28.0 per cent., continuing the trend of the past 
six years, to reach the lowest point since the 
early 1920’s. This decrease in the total ex- 
pense percentage, however, was not accom- 
panied by a corresponding decrease in dollar 
expenditure. In fact, the dollar cost per tran- 
saction in 1944 was slightly higher than the 
cost in 1943; it was qathcenely higher than in 
1938, the year of highest percentage costs. 
The conditions which contributed to this low 
percentage expense rate included principally 
the increase in dollar sales, the “trading up” 
evidenced by the increase in the average sales 
check, the continuing presence of government 
restrictions on services offered, and to a lesser 
extent the maintained pressures on manpower 
and the willingness of customers to undergo 
some inconvenience in order to purchase 
wanted merchandise. 

The same tendency for a declining total ex- 
pense rate was noted in the specialty trade 
though to a less marked degree. The specialty 
store expense figures retained their customary 
position above those of the department stores. 

4, Net gain before Federal taxes on income 
and excess profits rose to a record high of 
12.3 per cent. for department stores and 10.45 
per cent. for specialty stores. All volume 





groups of both department and specialty stores 
typically displayed high earnings, but the high- 
est figures were found among the smaller 
stores, in contrast to prewar experience. 

5. Federal taxes on income and excess prof- 
its levied on department stores averaged 8.5 
cents on the sales dollar. This represents a 
rise of nearly one per cent. of sales over the 
1943 level, an increase which was dependent 
both on the expanded earnings of department 
stores and on the higher effective tax rates, 
To illustrate the effect of Federal taxes more 
strikingly; 25 cents out of each sales transac- 
tion accrued to the government, nearly 24 cents 
more than in 1936. 

Information on taxes for the specialty stores, 
while less complete, indicates that tax pay- 
ments for this trade in general were lower 
than for department stores. 

6. The final net gain after taxes registered 
by department stores in 1944 came to about 
3.5 per cent. of sales, a shade under the 1943 
figure. In terms of amounts per transaction final 
gains were not significantly higher in 1944 
than in 1936. For specialty stores figures for 
net gain after taxes followed the pattern of 
earnings before taxes and lagged slightly be- 
hind department store results, 

During none of the three years, 1942 
through 1944, has the final profit percentage 
for department stores been so high as in 1941. 
In all these years, however, dollar sales vol- 
ume and consequently dollar earnings mounted 
substantially. 

7. The final return on net worth for de- 
partment stores typically amounted to from 
10 per cent. to 15 per cent., which compares 
favorably with the 9.8 per cent. for 1,327 
manufacturing concerns reported by the Na- 
tional City Bank in its monthly letter for 
August, 1945. (It should be noted that 
whereas the Bureau figures are based on aver- 
age net worth for the beginning and end of 
the year, the National City Bank figures are 
based on net worth as of the beginning of the 
year only.) 

8. The analysis of department and specialty 
store results for 1944 has tended to confirm 
the recent impression that the smaller stores 
have a distinct financial advantage. The de- 
crease in the total expense percentage was 
more marked among the smaller stores, and 
hence, earnings before Federal taxes were 
higher. Relatively lower tax rates and conse- 
quently higher percentages of final net gain 
complete the favorable financial pictures for 
the smaller stores. 

9. Total executive compensation, analyzed as 
a special feature of the 1944 report, ranged 
from over five per cent. of sales in the very 
smallest department stores to less than one 
per cent. of sales in stores with volume over 
the $10,000,000 mark, but the average annual 
compensation per executive in these smaller 
stores was only $2,500, as against average fig- 
ures of over $30,000 at the other end of the 
scale. 

For the smallest specialty stores, such pay- 
ments required 6.7 per cent. of net sales as 
against a figure of 1.8 per cent. for firms with 
sales over $4,000,000. The average compensa- 
tion per executive, however, varied from 
$3,700 for the firms in the smallest volume 
group to $28,000 for those in the largest one. 

10. It was found that the proportion of cash 
sales to total sales in department stores com- 
monly increased during 1944, 54 per cent. of 
the total vear’s sales being made on a cash 
basis. 

11. Increases in the rates of stock-turn to 
the highest point in 25 years reflected in- 
creased sales volume, but were not believed to 
indicate any substantial depletion of inven- 
tory. 

12. The productivity of employees, in terms 
both of number of transactions, and of sales 
output, showed an appreciable increase as did 
the productivity of space as measured by sales 
per square foot of space. 
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Won’t be home tonight. Have to work. 
Have to catch up. Everything’s all a 
fumble again. 


Overtime—all the time. 


Can anything be done to stop this 
constant drain on manpower and 
finances? Can a business ever keep 
vital figures current? One answer is 
business form engineering. 


Moore Business Forms, Inc., can 
design forms for your specific busi- 
ness that will save the time of all 














hands, cut total form expenses by 10% 
to 30% — and get figures out on time. 


The Moore representative studies 
your business forms one by one—in 
co-operation with your staff. When 
change will benefit, he recommends 
change. Economies in printing, in 
paper stock and size, he points out 
freely, Often a standard form is best. 
. .- Then Moore supplies the forms— 
in lots of hundreds or millions. 


The ten companies listed below, long 


AMERICAN SALES BOOK CO., INC., NIAGARA FALLS; ELMIRA, N. Y. 
PACIFIC MANIFOLDING BOOK CO., INC., EMERYVILLE; LOS ANGELES, CALIF. 
GILMAN FANFOLD CORP., NIAGARA FALLS, N. Y. 


COSBY-WIRTH MANIFOLD BOOK CO., MINNEAPOLIS, MINN. 
MOORE RESEARCH & SERVICE CO., INC., NIAGARA FALLS, N. Y. ‘ 
SOUTHERN BUSINESS SYSTEMS, INC., ORLANDO, FLA. 


MOORE BUSINESS FORMS, INC. (New Southern Div.), DALLAS, TEX.; ATLANTA, GA, 


in Canada— Moore Business Ferms,Ltd., succeeding Burt Business Forms, Ltd., Toronto; 
Western Sales Book Co., Ltd., Winnipeg and Vancouver; 


National Sales Check Book Co., Ltd., Montreal 















under Moore ownership, are now united 
under the Moore name—without change 
in policies or management. They bring 
an unequaled fund of experience to 
the small store or the nation-wide 
business alike. 


To see how engineered business 
forms can help you, get in touch with 
the nearest Moore division, as listed 
below, or its local office. Moore stands 
ready to supply you with everything 
from a simple sales book to the most 
intricate multiple-copy forms. 


MOORE BUSINESS FORMS, inc. 


ADV. BY H.W. AYER 
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| Reviews of Recent Publications 








Doing Business With Government 
WAR CONTRACT CLAIMS. By T. W. 
Graske. Published by Baker, Voorhis & 
Co., Inc., New York. $15.00. 

Although the title of this book is 
“War Contract Claims,’ it contains 
much that is of interest with respect to 
the contractual aspects of doing busi- 
ness with the Government even in 
peacetime. 

In this volume, Mr. Graske recounts 
the experiences under World War I 
contracts, and the evolution of World 
War II practices, laws, and regulations 
stemming from those experiences. It is 
very apparent that if preparations had 
not been made to avoid the conditions 
that existed at the end of World War I, 
there would have been chaos when 
World War II mass terminations took 
place. , 

The legal background and constitu- 
tionality of renegotiation and repricing 
of war contracts is very clearly analyzed 
in Chapter V. 

Chapter VI is devoted to an analysis 
of the origin of tax amortization of 
emergency facilities and an explanation 
of the rules and regulations governing 
certificates of necessity; certificates of 
non-necessity, etc. 

In Chapters VII and XVI, Mr. 
Graske deals with termination of war 
contracts including principles of gov- 
ernment contracts, civil and criminal 
penalties, arbitration, and actions and 
suits. 


Throughout, the text has been very 


thoroughly annotated with case refer- 
ences and with excerpts from laws, reg- 
ulations, reports, and the like. There is 
also a lengthy bibliography and table of 
cases. 

In an appendix are copies of agree- 
ment forms used for renegotiation, re- 
pricing, T-loan guarantee, property dis- 
position, termination settlements, and 
such. Also included in the appendix are 
the procedures, rules and regulations of 





RENEGOTIATIONS 


Do not rely upon cold figures, as these 
proceedings are not mere discussions 
of accounting. A complete presentation 
of your case is necessary, with each 
situation containing a different set of 
factors — favorable and unfavorable. 
That accounts for lack of formulas and 
the latitude granted Renegotiators. 


COMPARISONS OF OPERATING 
PROFITS ARE IRRELEVANT WITH- 
OUT DETAILS 
THEM. 

HERVEY L. RUSSELL 


Renegotiations Consultant 
Ten Park Ave. 
New York 16, N. Y. 


ESTABLISHING 















the War Department Board of Con- 
tract Appeals, rules of practice and pro- 
cedure for the Appeal Board of the Of- 
fice of Contract Settlement, and the 
rules of procedure of the Court of 
Claims and index thereto. 

This book will be of particular inter- 
est to corporate officials and counsel 
faced with controversy or litigation in- 
cident to Government contracts. 

Reviewed bv DUNDAS PEACOCK, 
Controller, Elliott Company, 
Jeannette, Pennsylvania. 


. Problems and Solutions 
ADVANCED ACCOUNTING PROB- 
LEMS. By E. L. Kohler. Published by 
Prentice-Hail, Inc., 70 Fifth Avenue, 
New York. $4.00. (SOLUTIONS FOR 
ADVANCED ACCOUNTING PROB- 
LEMS. By E. L. Kohler. Published by 
Prentice-Hall, Inc. $4.00.) 


The author of this text and the com- 
piler of the solutions, which are available 
in a separate loose-leaf binder, is well 
known as an accounting authority and 
educator, and, more recently, as control- 
ler of Tennessee Valley Authority. The 
publication is designed largely for stu- 
dents of advanced accounting and the 
many practical problems, totaling 134, 
would appear to cover the major matters 
of interest for those who have progressed 
along the accounting trail either through 
formal education or practical experience. 
Controllers and financial officers would 
be well advised if they recommended the 
publications to their worthy and ambi- 
tious assistants who are desirous of ex- 
panding further their understanding of 
practical accounting problems. 

Reviewed by PAUL HAASE 





GUARANTEED WAGES 
(Continued from page 27) 











tive union agreement with a union cer- 
tified by the National Labor Relations 
Board. If this section had not been in- 
cluded, Hormel and Company would have 
had to abandon its annual wage plan, 
which is based on a flexible work-week 
with stabilized weekly income, but few 
other employers have qualified under it. 
One may ask, “why should this guaran- 
tee be limited to union employees only ? 
Are not others equally entitled to all the 
security which they can get?” Further- 
more, with some 15 million men in 
unions throughout the land, there seems 
no more justification for having the gov- 
ernment foster unionism ‘than for having 
it foster membership in trade associations 
or chambers of commerce by establishing 


Forthcoming Reviews 
of Publications 


“The Pattern of Corporate Finan- 
cial Structure,” by Walter A. 
Chudson 

“Corporate Cash Balances,” by 
Friedrich A. Lutz 

“Effect of Federal Taxes on Grow- 
ing Enterprises,” by ]. Keith But- 
ters and. John Lintner. 











preferred positions. If we really believe 
in a free, voluntary and unregimented so- 
ciety, let us destroy compulsion wherever 
it rears its head and have no tolerance for 
authoritarian methods anywhere. Em. 
ployers should take a second look at this 
section to see if it can be made to encour- 
age more job security and payment by 
the year. 


EXPERIMENTAL APPROACH 


Many things are to be said in favor of 
the guaranteed wage. But no company 
should accept such a commitment without 
careful study. Basically, an annual wage 
which provides a regular pay check every 
week makes the standard wage the mini- 
mum wage, and this standard wage must 
be paid for a whole year. This is a large 
commitment. If, at the end of the year, a 
smaller commitment, or one less favor- 
able to the worker, is advanced because 
the commitment threatens the solvency of 
the enterprise, this will be resented and, 
instead of improving industrial relations 
and adding to the security of the worker, 
it may have demoralizing effects. If a be 
ginning is to be made, it should not be 
on too ambitious a scale. Its coverage and 
scope, if partial, must appeal to the rea- 
sonable man as being fair. It should not 
be so extensive that it destroys the spirit 
of enterprise and expansion. It should 
be entered into voluntarily by the man- 
agement and not merely to get out of 4 
tight squeeze in the process of collective 
bargaining. The plan should be fully ex 
plained to the workers at all stages. Better 
still, the workers should be consulted all 
along; otherwise, suspicion and resent: 
ment may develop. 

If the workers secure some definite ad- 
vantages under the plan, they frequently 
are willing to furnish a guid pro quo in 
the way of reducing restrictive practices 
and rules. The employees should have 
their understanding deepened of the fact 
that the management’s sustained wage: 
paying capacity depends upon the cus- 
tomers and the solvency of the enterprise 
and not upon the size of the boss’s pocket: 
book or bank account. 

* * * 


Economic abundance, personal security, nevet 
wet-nursed any people into freedom.—H. W. 
Prentis, Jr., President Armstrong Cork Co. 














by 


V- 
(t- 





lieve 
1 so- 
rever 
e for 


this 
-Our- 


t by 


yr of 
pany 
hout 
vage 
very 
nini- 
must 
arge 
ar, a 
Vor: 
ause 
y of 
and, 
‘ions 





rker, 
| be- 
t be 


rea- 
not 
pirit 
ould 
nan- 
of 4 
tive 
eX: 
etter 
1 all 


ent: 


-ad- 
ntly 
o in 
tices 
nave 
fact 
age: 
cus 
rise 





The Controller, January, 1946 


Get out of that rut 






ano associates 
m Human Talent 


ELDRED H. BRANDON 
ETHEL BORCHARDT G2 
Brokey's of Premiu 


s EAST B 
PANAMA 


those ®ao-men" who ere g 
Inman mships jnvolvede 


are one of 
relatio 


Dpecause We kmow that you 
only in productive Controllership but 


We refer %o the 


discharge their 
OFFICERS = the right hand of Mensg 
(Chic 


BUDGET 
4c, words of O. Ee Knoeppel 
ement for the 


In the yisionery» now prophet 

1935)» most of you have become responsible to 

pl . control of profi ." since both the incentiv 
existence of jobs depend upon profits, the destiny of millions 4s in 
fo meet guch grave responsibilitiess you will need 
ance in obteining thet "new fighting ploode* 


in fact a6 


experienced, 


a Veteran, who, in the crucible of battle and 
s cen never wholly real 


Conversely» We know of meny 
zion (the extent of which stey-® 
end capability 


we hav 
most 


Recognizing +hese complementary needs, 
pringing and thet Sew fignting bl 
%o insure thet only those ently qualified are offer 
place human relations and jndividuel rignts firste 


eared en 41llu 
f£ ev citizen 
A copy of that broc 


x free of coercion fr sour’ 
eter To all other® the price 18 $1.00. 


ene ° 
iries regerding specific employment 
ce to employer and employee alikee 
1 Controllers, 


Arnold, end to el 


We will welcome ing 
to be of helpful servi 


extend to yO» 
yoors 40 CcOMCe 


pest W 


We wish +o 
for ell the 


peansonal 





EACH DRIVE 
CITY. FLORIDA 


plood if Controllers are to fully 
well as in names 


specialized assist” 


urgently needed by 


8 dedicated ourselves %o the zask of 
ry careful 


ood" together ~ 
ed to those employers who 
ommend of guch indiv 
+o Americ 


ed th 
designed to inject in 
4% which democracy cannot 
strated broc 
M 


%o 
yure is free to 


problems, and do 


4sheq for 1946 end 







a7 eR IE. 
ee Oe vag one 


3 
Ry 
ud 
¥. 
ie 


FOR YOUR INDUSTRY 


ad 


‘ ie 
Bay's: 
oe 
me 
rf A 
ee 
aN 
BAY 
es 
hie 
\? ao 
‘ 
ig) 
uy 
ue 
y vf 4 
bald 
og 
By: 
Pir 
ae 
(sa 
2 
Cre 
«oat eo 
es 
xo 
nS 
esi 
re 
2 
a 
iE 
M4 
oe 
tS 
RR h 
Og 
TNs 
% 
be A 
as 
Pes 
ay 
7 ‘ 
eat 
a & 
Ray 
‘ Sue 
y wit 
teh 
BY 
ea 
bbe ss 
De 
a2 
eet 
Be: 
Ae 
Bae. 
cs). 
St 
Es: 
y ot, 
Las 
#3 
Be 


a 














The Controller, January, 1946 











Personal Notes About Controllers 








Mr. John R. Bartizal recently resigned as 
controller of Esquire, Inc., to accept the posi- 
tion of controller of Clearing Machine Cor- 
poration, Chicago. Mr. Bartizal, a member of 
the Controllers Institute of America since Jan- 
uary 1941, has been active in the work of its 
National Committee on Education and is the 
author of “Budget Principles and Procedure,” 
which was published by Prentice-Hall a few 
years ago. 


Mr. J. McCall Hughes of the Mutual Life 
Insurance Company, and a member of the 
Controllers Institute, was one of three par- 
ticipants in a discussion on “Defalcations” 
which featured a recent meeting of the New 
York chapter of the Institute of Internal Au- 
ditors. 


Mr. C. C. Callaway, treasurer of Crystal 
Springs Bleachery, Chickamauga, Georgia, and 








ACCOUNTING MACHINES 
“HAND-TAILORED” TO YOUR 
SPECIFICATIONS 





The accounting machine you buy at the Addressing Machine & 
Equipment Co. is rebuilt to your specific requirements—with ap- 
propriate registers and other details necessary for the efficient 
operation of your accounting system. 


Our Systems and Methods representatives—each an expert in 
his own field—will be glad to work with you in recommending 
the most efficient system for your own business. 


ADDRESSING MACHINE & EQUIPMENT CO. 


326 Broadway . . 


. New York 7, N. Y. 











a member of the Controllers Institute of Amer. 
ica, was one of the featured speakers at the 
Southeastern District Credit Conference in At. 
lanta, Georgia, in mid-November. 


Mr. Leo J. Van Herpe, a member of the 
Controllers Institute of America, recently ac. 
cepted the post of controller of Pan American 
Sanitary Bureau, Washington, D. C. The or. 
ganization, which developed as a result of the 
second Pan-American conference held in Mex. 
ico City in 1901, works with public health off. 
cers and others, so that steps may be taken 
to prevent the interruption of commercial traffic 
between nations due to closing of ports on ac. 
count of infectious diseases. The Bureau was 
designated by the Pan-American Sanitary Code 
in 1924 as the center for collecting and dis. 
seminating health information. 


Mr. Theodore F. Gloisten was the author of 
an article ‘Becoming Income Tax Conscious?” 
in the December, 1945, issue of “The Ameti- 
can Home Magazine.’’ Mr. Gloisten, who is 
controller and executive assistant to the presi- 
dent of The American Home Magazine Corp, 
is a member of the Controllers Institute of 
America and is currently serving as secretary 
of the New York City Control of The Institute, 
as well as being a member of the National 
Committee on Admissions and the National 
Committee on Publications. 


Mr. Charles W. Perrine has been named 
chairman of the 1946 campaign to raise funds 
for the Minneapolis Civic Council’s operating 
agencies. A member of the Controllers Insti- 
tute of America, and president of the Twin- 
Cities Control during the 1942-1943 term, Mr. 
Perrine is treasurer and controller of Minne. 
sota Amusement Company. 


Mr. A. L. Williams, comptroller of Inter- 
national Business Machines Corporation, New 
York, and a member of the Controllers Insti- 
tute of America, served as a member of the 
subcommittee on cost study of the National 
Association of Manufacturers, which prepared 
a “Guide to Cost Study in Corporation Post. 
war Planning.” The subjects covered in the 
check list included: cost of materials, cost of 
labor, manufacturing overhead, financial and 
administrative problems as well as selling and 
distribution angles. 


Mr. Raymond P. Kaesshaefer, a member of 
the Board of Directors of the Controllers In- 
stitute of America, is serving as chairman of 
the Committee on Application of Accounting 
Principles of the Edison Electric Institute. Mr. 
Kaesshaefer is controller of the American We 
ter Works and Electric Co., Inc., New York 


Mr. J. P. Langan, a member of the Con 
trollers Institute of America, is now serving 
as president of Kelmore Refrigeration Service, 
Inc. of Newark, New Jersey. Mr. Langma 
previously served as assistant to zone mat- 
ager of the Nash-Kelvinator Corporation o 
New York. 








Colonel Donovan H. Tyson, a member of 
the Controllers Institute of America, and for 
mer Secretary and Treasurer of the United 
States Pipe and Foundry Company, Burling 
ton, New Jersey, has recently been aw 
the Legion of Merit. Colonel Tyson is at pre 
ent War Department representative operating 
certain plants and facilities of Montgomety 
Ward and Company, Inc. Prior to that assigt 
ment he was Chief of the Pay Allotment Di 
vision of the Office of Fiscal Director, Wash 
ington, D. C. 
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ACCIDENTS, LOSSES, leave a trail of 
worry that can only be satisfactorily re- 
lieved by the helpful assistance of a friend- 
ly, efficient Insurance Agent or Broker. 

In insurance matters, it pays to deal 


AMERICAN SURETY COMPANY 


100 BROADWAY «© NEW YORK 

















with an Agent or Broker. Our companies 
have more than 10,000 agents throughout 
the United States, any one of whom is 
ready and eager to help you when trouble 
strikes. 


NEW YORK CASUALTY COMPANY 


AGENTS AND BROKERS EVERYWHERE 
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Current Institute Activities 








The period since the Fourteenth An- 
nual Meeting of the Controller Institute 
of America in Chicago on September 24 
has been one of intense activity in the 
National Office in carrying out programs 
of various committees and the constantly 
expanding technical and administrative 
duties of the organization. There are set 
forth here the principal activities during 
the past three months: 


CSMMITTEE MEETINGS 


Committee on Federal Taxation, on 
September 27. 

National Admissions Committee, on 
October 16. 

Budget Committee, on October 23. 

National Admissions Committee, on 


November 9. 

Committee on Publications, on Novem- 
ber 13. 

National Admissions Committee, on 
December 5. 


Committee on Surplus Property Dis- 
posal, on December 7. 

Committee on Education, on December 
8. 

Advisory Committee on Government 
Questionnaires in Washington on Decem- 
ber 13. 

The Executive Committee met several 
times. 


Committee on Federal Taxation: 


The Committee on Federal Taxation 
developed considerable material of inter- 
est to members, which was sent them in 
the form of bulletins, reports, and pam- 
phlets. 

The first was a bulletin concerning the 
proclamation by President Truman of the 
end of the emergency period as defined 
in Section 124 of the Internal Revenue 
Code. This bulletin included comments 
by President E. E. McConnell. 

The second was a “Memorandum Con- 
cerning a Program of Postwar Federal 
Taxation,” as submitted to the Committee 
on Ways and Means, of the House of 
Representatives. 

The third was a special message in the 
form of a bulletin dated November 9, 
concerning Treasury Decision 5480, in 
which it was set forth that it was not the 
intention of the Internal Revenue Bureau 
to require reporting on Form 1099 of 
specifically reimbursed traveling expenses, 
and that an explanatory release along 
those lines would be forthcoming shortly. 

The fourth was a reproduction, under 
date of November 26, of a message from 
the Bureau to collectors concerning the 
scope of TD 5480. 


The fifth was a “Report and Recom- 
mendations Regarding Preferences for 
Reporting Wages and Withholdings for 
Income and Social Security Purposes,” a 
20-page bulletin. 

The sixth was a 20-page booklet, 
‘Amortization of Emergency Facilities,” 
a series of questions and answers de- 
veloped in a meeting of the New York 
City Control which was addressed by Mr. 
Fred S. Martin, Chief, Coordinating and 
Advisory Section of the Practice and Pro- 
cedure Division of the Bureau of Internal 
Revenue Bureau. 


Other Committee Activities: 


Under date of October 16 an inquiry 
was sent out by the Committee on Tech- 
nical Information and Research, contain- 
ing two parts: (a) ‘What is the average 
percentage of net sales which is expended 

. for general and factory accounting 
costs (b) Accounting Treatment of Cap- 
ital Assets Covered by Certificates of 
Necessity, either partially or Completely 
Amortized.” 

The Committee on Education prepared 
its first Bulletin, on “The Place of the 
Controller's Office in the Business Or- 
ganization,” which was printed for dis- 
tribution to members. A supplement is in 
course of preparation, for distribution in 
January. 

A number of Controls will cooperate 
in a national program of study, based on 
the subject covered in Bulletin One and 
the Supplement, by staging special meet- 
ings or scheduling their regular meetings 
for discussions of the subject by members. 

President McConnell and Chairman 
L. W. Webster of the newly-appointed 
Committee on Cooperation with the OPA 
met with OPA officials in Washington on 


December 13, and discussed a program“ 


by which controllers may be helpful to 
the OPA. There is a possibility that a cor- 
porate controller will be added, whenever 
possible, to the industrial advisory com- 
mittees so that proper consideration may 
be given to the accounting problems in- 
volved in OPA decisions and rulings. , 

The Institute has before it four sub- 
jects for study and comment which have 
been submitted to its Committee on Con- 
sideration of Mutual Problems with the 
American Institute of Accountants by the 
American Institute of Accountants. These 
items are intended to be covered by the 
American Institute of Accountants in re- 
ports to be made public shortly after the 
first of the year. 

One subject is ‘‘Nature and Purpose of 
Income Statement,” a report of a Sub- 
committee on the Income Statement to 


the Committee on Accounting Procedure 
of the American Institute of Accountants, 

A second subject is “Current Assets 
and Liabilities,” a draft of material pre- 
pared by a Subcommittee on Accounting 
Procedure of the American Institute of 
Accountants. 

Another subject is “Accounting for 
Expenses and Losses Allocable to Income 
of the War Period.” 

A fourth subject is “Accounting for 
Fully Amortized. Emergency Facilities 
Having Substantial Continuing Useful- 
ness. 

Expressions of opinion have been ob- 
tained from a group of members of the 
Controllers Institute, and the work of 
drafting comments to be made to the 
American Institute of Accountants will 
be undertaken promptly. 


Appointment of Committees: 

A committee on Cooperation with the 
Office of Price Administration has been 
named by President E. E. McConnell, 
with Louis W. Webster, of Thomas J. 
Lipton, Inc., as chairman. It is a commit: 
tee of three, the other members being: 
John D. Grayson, of Hazeltine Elec. 
tronics Corporation, and William H. 
Schrader, of Easy Washing Machine Cor- 
poration. 

In all, eight national committees have 
been named by President McConnell. 
The list will be completed soon and will 
be announced promptly. 


Year Book: 

The forthcoming Year Book is 50 pet 
cent. completed. Publication date, it is 
hoped, will be the earliest in The Insti- 
tute’s history. 


Regional Meetings: 

Tentative arrangements have been 
made for the Eastern Spring Conference 
to be conducted at the Waldorf-Astoria 
Hotel, New York, on April 15 and 16, 
1946; and for the Mid-western Confer- 
ence, at Detroit, on April 28, 29 and 30, 
1946. 


Fifteenth Anniversary Meeting: 

This is tentatively scheduled to take 
place at the Waldorf-Astoria Hotel, New 
York, late in October, 1946. 


Joint Meetings of Controls: 

The Atlanta and Chattanooga Controls 
held a joint meeting at Cartersville, 
Georgia, on November 14. 

A joint meeting of the Dallas and 
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® This installation of Burroughs Typewriter Accounting Machines at Purdue University, 
Lafayette, Indiana, is typical of thousands of offices throughout the nation that depend 
on Burroughs machines for fast, accurate handling of all types of accounting work. 


In schools, banks, business organizations . . . wherever you 
go... you see Burroughs machines. These users give many 
reasons why they like to do business with Burroughs. One 
reason frequently mentioned is the efficient maintenance 
service rendered through hundreds of local service centers 
by Burroughs’ own factory-trained service men—a service 


IN MACHINES that has won the highest respect of business machine 


IN COUNSEL 
IN SERVICE a high-quality product can provide to insure the uninterrupted 


users everywhere as the finest safeguard that the maker of 


performance and long life of its products. 
BURROUGHS ADDING MACHINE COMPANY, DETROIT 32, MICHIGAN 


FIGURING, ACCOUNTING AND STATISTICAL MACHINES e NATIONWIDE MAINTENANCE SERVICE e BUSINESS MACHINE SUPPLIES 
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Houston Controls is scheduled in Dallas 
for January 25. 

The Rochester Control has tgntatively 
set Friday, May 24, as the date for a tri- 
Control meeting with the Syracuse and 
Buffalo Controls. 


NorTES 


A Pacific Coast conference is being 
considered, possibly for the spring of 
1946. 

President E. E. McConnell, of the Con- 
trollers Institute, was asked to substitute 
for President Ira Mosher, of the National 
Association of Manufacturers, as the prin- 
cipal speaker at the New England Re- 
gional Coast Conference early in Novem- 
ber. 

The National Association of Electric 
Companies, 729-15th Street, N. W., 
Washington 5, D. C., requested 125 
copies of the memorandum of the Com- 
mittee on Federal Taxation. P. L. Smith, 
an Institute member, is its President. | 

Assistant Secretary Harvey M. Kelley, 
visited the New Orleans Control on Oc- 
tober 23, to assist it in its membership 
work. He also visited the Birmingham 
Control on October 25, and the Chatta- 
nooga Control on October 26. 

The Controllership Foundation, Inc., 
reports appreciable progress in building 
up its initial fund as a backlog with 
which to undertake its program of studies 
and surveys. 

* Ee * * 

“Corporations are only the trustees for the 
owners of the tools of production.”—Dean J. 
E, McCarthy, Notre Dame U. College of Com- 


merce. 
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Taxes, Controllership and Business Outlook Will Be 
Analyzed at Dallas—Houston Joint Meeting 


The second annual joint meeting of the 
Dallas and Houston Controls of ‘fhe In- 
stitute, is scheduled to be held on January 
25 in the Adolphus Hotel in Dallas. A 
similar meeting was held in February, 
1945, in Houston. The tentative program 
developed by the program chairman, 
Henry S. Koepcke, of Dallas, follows: 


1;00 to 2:00 P.M 
Registration. 
2:00 P.M. 
Meeting called to order. Mr. F. P. Marsh, 
President of Dallas Control, presiding. 


2:10 P.M. 
Welcome Address. 


2:20 P.M. 
Subject:—"The Controller: His Respon- 
sibilities and Opportunities in the Post 
War World.” Speaker:—Mr. Lyman L. 
Dyer, Controller, Lone Star Gas Com- 
pany, Dallas, Texas. 


3:10 to 3:30 P.M. 
General Discussion and questions on above 
subject. 


3:30 to 3:45 P.M. 
Recess. 
3:45 P.M. 
Subject:—"Practical Application of New 
Federai Tax Laws to the Controllers 
Own Company.” Speaker:—An_ out- 
standing corporate tax accountant, to be 
announced. 
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Philadelphia 





Depreciation and Depletion Studies 


Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
Design and Construction 


Industrial Engineering 


Ford, Bacon & Davis 


dncorporated 


Engineers 


Washington 


NEW YORK, N. Y. 


Chicago 








4:30 to 5:00 P.M. 
General Discussion of Tax Problems. 


5:00 to 5:30 P.M. 
Recess. 
5:30 to 6:30 P.M. 
Social get-together. 
6:30 P.M. 
Annual Banquet. Mr. J. R. Mulvey, Pres. 
ident of Houston Control, presiding. 


7:30 P.M. 
Subject :—"Looking Forward.” Speaker, a 
prominent authority, to be announced. 


8:30 P.M. 
Entertainment. 


Institute’s Work Commended 
Mr. E. E. McConneze LL, President, 
Controllers Institute of America. 

Thanks a lot for your letter of the 3rd and 
the copy of a letter from Mr. Russell 
Schneider of the Advisory Committee on 
Government Questionnaires. 

I should like to again compliment you and 

your committee on the job which you have 
been doing | on government questionnaires, 
The job which you have done in shortening 
the OPA forms A and B for example has been 
the means of reducing our Accounting De. 
partment labor from several days to a few 
hours each quarter on the work connected 
with these forms. 
_I was very pleased to notice in the Pren- 
tice-Hall ““What’s Happening” letter of No- 
vember 19th that the Controllers Institute 
has been credited with its work in connec 
tion with the employee’s information returns 
on travelling expenses. 

The Controller's Institute is most certainly 
a very live organization and may your good 
work continue. 

Sincerely yours, 

ARTHUR L. MONOHAN, 

Assistant Treasurer, 

E. T. Wright and Company 

Rockland, Massachusetts. 
December 6, 1945 


ol a 
pension 
and profit- 
sharing plans 





Write for Pamphlet 
“Recent Developments 


9 


PENSION PLANNING COMPANY 
Actuarial Consultants 


MEYER M. GOLDSTEIN, C. L. U. 
Director 


527 Fifth Avenue, New York 17 

















KBP 


d and 
ussell 
e On 


u and 
have 
aires, 
ening 
; been 
x De. 
a few 
rected 


Pren- 
f No- 
stitute 
ynnec: 
sturns 


tainly 
good 








vert 
ERS 
Roree® 


CRERKGS 
RXR 


DOVOO 
PXOOOC®S 
+, hm 


OOD 
ORSON 


?, 
SN 82 


SOK RRR 
RORY 
x RRRRR 


O SSB ot 


: CO52 
BOO? OO RSCG 


x 


J 


3 


estan 
* ro, © 


? 
Hf BR 


Eiftter 

eae 
itith 

By ae 


X » 


ROY aE 
0% 2O ve) xD x 
‘«' O65 26 
QOXKR 0% 


RRO 


. OOOO Cretitatan TeteteOn =X 
BRO OKO 


0-6" 
: 


e 


The Controller, January, 1946 


BOO 
ease nstets SVN 
VS RX 


O 
WK 
2 
RAKKRK 


6d 


For the Federal Tax 
Problems of the 
Average Business 
or Individual... 


& 


FEDERAL TAX GUIDE REPORTS 


Federal tax changes are always fraught with uncertainties —and those grow- 
ing out of the new federal income tax withholding requirements and other 
provisions of the “1946 Tax Reduction Law” are no exception. Such far- 
reaching developments stir up questions and doubts and problems that must 
be settled — and settled correctly, soundly, if mistakes and troubles, delays 
and difficulties are to be avoided. 


But sound, dependable answers to the puzzling questions involved in “with- 
holding” and other significant federal tax changes call for a sound, depend- 
able source of continuing facts and guidance... and here it is! 


Week after week, each issue of FEDERAL TAX GUIDE REPORTS swiftly, 
faithfully hurries to subscribers the last word, the newest development, the 
latest twist and turn of events in federal taxation — of interest or importance 
in the everyday conduct of business and personal federal tax affairs. 


For CCH’s FEDERAL TAX GUIDE REPORTS spans the whole work-a-day world 
of federal taxation for revenue — statutes, regulations, rulings, court and 
administrative decisions, returns, forms, reports, instructions. Pertinent full 
texts, filled-in forms, detailed explanations, editorial comments and sugges- 
tions — plus a wealth of friendly hints, tips, knacks, and pointers, from week 


to week, make clear exactly what to do, and how and when and why. 


Concise, compact, understandable, here is the dependable reporter on the 
federal taxes of the ordinary corporation, the average individual, partner- 
ship, or business. Loose Leaf Compilation Volume and matching Internal 
Revenue Code Volume included without extra charge to start new subscribers 
off on the right foot. 


Write for Complete Details 


COMMERCE) CLEARING; HOUSE, ING,, 


PUBLISHERS OF TOPICAL LAW REPORTS 





MUNSEY BLOG. 


EMPIRE STATE BLDG. 
WASHINGTON 4 
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MEETINGS OF CONTROLS 








BALTIMORE 
VISIT BY PRESIDENT 

Members of the Baltimore Control hon- 
ored The Institute’s president, Mr. Edwin E. 
McConnell, controller, Norton Company, 
Worcester, Massachusetts, at their dinner 
meeting on December 13 at the Lord Balti- 
more Hotel. A second feature of the occasion 
was an address on the recent Revenue Act by 
Mr. J. Early Hardesty, manager of the Tax 
Department of Davison Chemical Corpora- 
tion. 

The annual joint meeting of the District 
of Columbia Control, Washington D. C., and 
the Baltimore Control will be held at the 
Lord Baltimore Hotel on January 9, 1946. 


BIRMINGHAM 
CHRISTMAS MEETING 
The annual Christmas meeting, with attend- 
ance limited to members only, was staged 
by the Birmingham Control on December 20 
at the Mountain Brook Country Club. A 
round table discussion on controllership was 
planned as an informal feature for the occa- 
sion. 


BOSTON 
Topic: VETERANS 
Reemployment of veterans and in-plant 
training was discussed by Harold E. Kiley, 
Regional Chief of the Division of Vocational 
Rehabilitation and Education, Veterans Ad- 
ministration, before the December 11 meet- 
ing of the Boston Control at the Copley 
Square Hotel. 


BRIDGEPORT 
Topic: RECONVERSION PROBLEMS 


Mr. Louis M. Nichols, controller of Gen- 
eral Electric Supply Corporation, who, as 
chairman of The Institute’s Committee on 
Postwar Controllership Problems, developed 
the pamphlet issued by The Institute in Sep- 
tember, 1945, on “Controllership Problems 
in the Reconversion Period,’ leg a discussion 
on this subject at the December 5 dinner 
meeting of the Bridgeport Control which 
was held in the Stamford Yacht Club. 


CHATTANOOGA 
Topic: GOVERNMENT CONTROL 


Trends in government control of business 
was the subject of a round table discussion 
at the December 4 dinner meeting of the 
Chattanooga Control in the Read House. 
The discussion was led by Mr. Glenn P. 
Smith, controller of United Hosiery Mills 
Corporation. At the same time, the meeting 
heard a report on the successful joint meet- 
ing of the Atlanta and Chattanooga Controls 
in Cartersville, Georgia, on November’ 14. 


CHICAGO 
Topic: THE CONTROLLER 
Instead of the customary Christmas party, 
the program committee and the Board of 
Directors of the Chicago Control, this year 
scheduled a special discussion meeting fea- 
turing the subject, “The Controller—His 
Authority.” Participants in the program were 
Mr. Warren G. Bailey, partner of McKinsey, 
Kearney and Company, and Mr. Edwin W. 
Burbott, controller of A. B. Dick Company 
and past president of the Controllers Insti- 
tute. Mr. George B. Whitfield, controller of 





The Quaker Oats Company, served as chair- 
man of the meeting which was held in the 
south ballroom of the Stevens Hotel on De- 
cember 18. 

The usual entertainment program featured 
at previous December meetings has been 
scheduled instead for the May meeting of the 
Control. 


CINCINNATI 
: Topic: TAXES 
Mr. C. W. Swormstedt, certified public ac- 
countant, who is associated with Haskins 
and Sells, presided at a tax meeting of the 
Cincinnati Control on December 11, in the 
Hotel Alms, at which the members of the 
Control discussed various tax problems of 
current importance. 


CLEVELAND 
Topic: INTERNAL REPORTS 
Internal Management Reports and Meas- 
urement Techniques was the subject dis- 
cussed at the December 11 dinner meeting 
of the Cleveland Control at the Cleveland 
Hotel by Mr. Frank Wallace, a member of 
McKinsey and Company. Prior to joining 
McKinsey and Company a number of years 
ago, Mr. Wallace was a certified public ac- 
countant with a large public accounting firm. 


DALLAS 
CHRISTMAS PARTY 
An evening devoted entirely to entertain- 
ment and good fellowship was featured by 
the Dallas Control at the Dallas Country 
Club on December 18. An anonymous ex- 
change of gifts among the members attend- 
ing was also scheduled. 


DAYTON 
Topic: JOB EVALUATION 
Mr. Barrett B. Klopfer of the Standard 
Register Company discussed “Job Evaluation 
in the Office’ at the December 13 dinner 
meeting of the Dayton Control in Suttmil- 
ler’s Cafe. 


DETROIT 
Topic: PRICING 
A round-table meeting under the leader- 
ship of Lionel Sorensen, considered current 
problems in pricing prewar and postwar prod- 
ucts under OPA regulations, on the occasion 
of the December 18 dinner meeting of the 
Detroit Control in the Hotel Statler. Because 
of the confidential nature of the subject, the 
meeting was restricted to members only. 


DISTRICT OF COLUMBIA 
Topic: MULTIPLE MANAGEMENT 


The “Multiple Management” plan of op- 
eration evolved by McCormick and Company, 
Baltimore, was described by Mr. F. T. Rodg- 
ers of that company, at the December 18 din- 
ner meeting of the District of Columbia Con- 
trol in the Carlton Hotel. The subject, which 
was also covered in the December issue of 
THE CONTROLLER, has been gaining increas- 
ing recognition and interest because of its 
many progressive features and the benefits 
which have resulted for companies adopting 
the plan. 


HARTFORD 
SPECIAL MEETING 
A meeting which was announced as a 
“special surprise,” embodying a new type 


of program for the Christmas season, with 
an anonymous distinguished speaker, was 
scheduled for December 12 at the Elm Tree 
Inn in Farmington, by the members of the 
Hartford Control. 


HOUSTON 

; Topic: FIXED ASSETS 

At the. December 11 dinner meeting of the 
Houston Control, Mr. W. V. Burnell, vice. 
president of Stone and Webster Engineering 
Corporation of New York, addressed the 
group on the subject of “Appraisals of Fixed 
Assets and Inventories.’ The meeting was 
held at the Houston Club. 


KANSAS CITY ’ 
Topic: TAX PROBLEMS 

Two speakers featured a discussion of 
excess profits tax provisions and ‘The Reve. 
nue Act of 1945” at the December 10 dinner 
meeting of the Kansas City Control in the 
University Club. Mr. P. J. Adams of Arthur 
Young and Company, certified public ac. 
countants, spoke on the first of the two sub- 
jects, and W. A. Robertson of the same firm, 
discussed the latter topic. Mr. R. S. Coons, 
assistant secretary-treasurer for Interstate 
Bakeries, acted as discussion leader for the 
program. 


LOS ANGELES 
CHRISTMAS PARTY 


Following the traditional set-up, the Los 
Angeles Control members held a dinner 
meeting on December 20 in the Hotel Clark, 
which was devoted exclusively to entertain- 
ment and fellowship. The entertainment pro- 
gram was under the direction of Mr. Rollin 
Ecke, vice president of the Control. 


LOUISVILLE 
CHRISTMAS PARTY 


As a “change of pace” from the regular 
program meetings and discussions, the mem- 
bers of the Louisville Control met at the 
Kentucky Hotel on December 19th for the 
group’s annual Christmas party. Messrs. 
Herbert O. Hincks, of Frankfort Distilleries, 
Inc., and John R. Sanderlin, Brown-Forman 
Distillers Corporation, took care of the te 
freshments. 

A round table discussion on “Federal Reve- 
nue Act of 1945,” was featured at the 
monthly dinner meeting of the Louisville 
Control on November 28 in the Kentucky 
Hotel. The speaker was Mr. Ben R. Shaver, 
treasurer of the American Air Filter Com- 
pany. 


NEW YORK CITY 

Topic: ANNUAL REPORTS 
_ Dr. Lewis H. Haney, professor of econom- 
ics, New York University, discussed ‘Annual 
Reports to Stockholders” at the monthly din- 
ner meeting of the New York City Control, 
which was held at the Hotel New Yorker on 
December 12. 


PHILADELPHIA 
Topic: REVENUE ACT OF 1945 
For its December 6 dinner meeting in the 
Warwick Hotel, the Philadelphia Control 
scheduled an analysis of “The Revenue At 
of 1945" which was presented by Mr. Mark 
E. Richardson, resident partner of Lybrand, 
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Ross Bros. & Mongtomery, New York. It 
was also announced that world postwar eco- 


nomic problems and the relationship of 
the United States to these problems, would 
be discussed at the January 3 dinner meeting, 
by Mr. William L. Batt of SKF Industries. 


PITTSBURGH 
HOLIDAY GATHERING 
At the December 17 dinner meeting of the 
Pittsburgh Control in the Duquesne Club, 
past president Walter H. Dupka acted as 
master of ceremonies for a delightful session 
of good fellowship. Remarks by past officers 
and several guests were a feature of the oc- 
casion. 


ROCHESTER 
Topic: HUMAN RELATIONS 


Mr. George E. Eyer, Works Manager and 
assistant treasurer of the Stromberg-Carlson 
Company, led a discussion on “Have You 
an Effective Human Relations Program?” 
at the monthly dinner meeting of the Roches- 
ter Control on November 28, in the Roches- 
ter Club. 


SAN FRANCISCO 
CHRISTMAS PARTY 
The annual Christmas party of the San 
Francisco Control was held in the Athens 
Club, Oakland, on December 21. A large 
number of Control members and their guests 
enjoyed dinner and a program of entertain- 
ment. 


SEATTLE 
Topic: TAXES 
The November 29 dinner meeting of the 
Seattle Control in the Washington Athletic 
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Los Angeles Control Plans 
Anniversary Meeting 


A special tenth anniversary meeting 
of the Los Angeles Control is being 
considered by the directors of the Con- 
trol, with plans now being developed 
to develop one or more special features 
for the proposed affair which is tenta- 
tively scheduled for a date in either 
February or March. The directors of the 
Los Angeles Control have likewise been | 
considering the possibility of a Pacific 
Coast conference of controllers and 
financial officers during 1946. 











Club featured a review df the Tax Adjust- 
ment Act of 1945, the Revenue Act of 1945, 
and problems in connection with the report- 
ing of traveling and incidental expenses on 
form 1099. The review of current tax matters 
was presented by the chairman of the Con- 
trol’s Committee on Federal Taxation, Mr. 
Arvid M. Ahlskog, vice-president treasurer, 
Evergreen Theatres Corporation, Seattle, 
Washington. . 


SPRINGFIELD 
Topic: COST CHARGES 


A review of the items of cost which are 
proper charges to inventory was presented at 
the December 18 meeting of the Springfield 
Control in the Sheraton Hotel. Mr. Nelson H. 
Foley, resident partner of Scovell, Welling- 
ton and Co., of Springfield, led the discussion, 
which covered such matters as manufacturing 
service expenses, rent, depreciation, repairs, 
spoilage and like matters. 
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ST. LOUIS 
CHRISTMAS PARTY 


A program of entertainment and a special 
dinner marked the December 18 meeting of 
the St. Louis Control. The locale for the 
occasion was the reception room of the Bevo 
Building at Anheuser-Busch, Inc., in St. Louis. 


SYRACUSE 
Topic: TAX PROBLEMS 
An analysis of the Revenue Act of 1945 
was featured at the December 18 meeting of 
the Syracuse Control in the Hotel Onondaga. 
A general discussion of the new law followed 
a presentation by Mr. Krantz Keller, of the 
Carrier Corporation. 


TOLEDO 
Topic: TAX PROBLEMS 
Members of the Toledo Control, and mem- 
bers of their staffs who are interested in fed- 
eral taxes, took part in a technical discussion 
of the new tax act and Form 1099 at the De- 
cember 13 dinner meeting of the Toledo Con- 
trol in the Hotel Secor. 


TWIN CITIES 
Topic: ANNUAL REPORTS 
Informative annual reports to stockholders 
was the subject scheduled for the December 
4 dinner meeting of the Twin Cities Control 
in the Minneapolis Athletic Club. The 
speaker was Mr. Herbert P. Buetow, treas- 
urer of Minnesota Mining and Manufac- 
turing Company, who is also a _ national 
director of the Controllers Institute of Amer- 
ica. 
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‘As the Years Turned in Controllership 








Since controllership has hardly seen a “nor- 
mal” year during the past decade, this review 
of its concerns and achievement in that time 
provides a timely summary now tat a year of 
comparative peace dawns on the horizon of 
controllership. 


1935: It was in this month that Arthur 
Anderson’s paper describing what he consid- 
ered to be the duties and rank of a control- 
ler, made its appearance. Mr. Anderson, well 
known public accountant, cautioned control- 
lers against assuming managerial functions, 
and discussed what he believed to be the line 
of demarkation between the duties of a treas- 
urer and the functions of a controller..... 
Board of Directors of Controllers Institute 
authorizes formation of a Research Council. 
. ... Seventeenth duty of controllers was 
added to the official definition of the respon- 
sibilities of a controller, as promulgated by 
The Controllers Institute. The Institute an- 
nounced the seventeenth duty, which covered 
the preparation or approval of the regula- 
tions or standard practices required to assure 
compliance with orders or regulations issued 
by governmental agencies... .. An expo- 
sition was given of what the Securities and 
Exchange Commission expects in the way of 
compliance with regulations, recently issued 
by the Commission. This was in the form of 
a question and answer session with J. M. B. 
Hoxsey, executive assistant of the Committee 
on Stock List of the New York Stock Ex- 
change, who had just conferred with mem- 
bers of the Securities and Exchange Commis- 
i Earl Harding, of the Committee 
for the Nation, discusses, in address to group 
of Controllers, arguments for a managed 
monetary system. 

1936: “Only about four per cent. of our 
industrial enterprises continue in existence 
for thirty years or more,” Mr. Henry D. 
Minich, chairman of the Research Council of 
the Controllers Institute of America, pointed 
out in a specially prepared article. The quo- 
tation given is from conclusions reached by 
W. L. Churchill, an industrial economist. 
. . .. Dr. Stuart P. Meech, of the University 
of Chicago, describes details of what must 
be done at the moment by employers with 
respect to payroll records in conjunction with 
administration of Federal Social Security Act, 
which had just become effective... .. First 
forms and instructions published under New 
York Unemployment Insurance Act... .. 
San Francisco controllers assisting State Un- 
employment Commission. ... . Advantages 
and disadvantages of issuance of no-par stock 
discussed by Daniel H. Bender. 

1937: Hope was expressed editorially that 
the New Deal may have run out of regula- 
tory measures affecting business and that the 
year ahead might be devoted to consolida- 
tion and refinement of procedures. No such 
radical measures as the surtax on undistrib- 
uted profits were expected during the year 
ahead; no further devaluation of foreign 
countries; no Federal corporation or licens- 
ing act, all of which had been discussed. 
. ... Forms of receipts to be given to em- 
ployees, covering withholding of portions of 
wages under the Social Security Act, had be- 
come fairly well standardized; stubs were 
being attached to bank checks, and the faces 
of pay envelopes were being used as receipts. 
. + New York State Unemployment In- 
surance Law offers business concerns three 
methods of reporting payrolls. . . .-. Spe- 
cial article points out that controllers should 
have opportunity to review proposed con- 


tracts before they are signed..... Details 
of profit sharing plans were being discussed. 
.... Methods and difficulties encountered 
in applying the Robinson-Patman Act were 
being aired. ... . “Controllers should be 
familiar with functions and problems of sales 
departments,” says Homer J. Buckley, in ad- 
dress to controllers’ meeting. .... Formal 
announcement is made of the uniting of the 
American Institute of Accountants and the 
American Society of Certified Public Ac- 
countants to form,one organization, which 
it was announced would be known as the 
American Institute of Certified Public’ Ac- 
countants..... The Public Service Com- 
pany of Northern Illinois describes duties of 
its controller in newly adopted by-laws. 

1938: Current practices with respect to 
depreciation charges were surveyed by Pro- 
fessor Wyman P. Fiske, of Massachusetts 
Institute of Technology, and William Gard- 
ner Barker II, of Lever Brothers Company, 
Cambridge, and their conclusions were set 
forth in a special article in this publication. 
.... A. W. Zelomek, economic counsellor, 
predicts that 1938 will be a slightly less than 
average business year and will be a difficult 
period so far as profits are concerned; he an- 
alyzes causes of recent business collapse and 
tells what has been done to remedy condi- 
i J. C. Sanders, resident partner 
in Cleveland of Ernst & Ernst, public ac- 
countants, in an address to a meeting of con- 
trollers, makes the point that a controller is 
in an especially favorable position to observe 
trends, and that he should have the ability 
and courage to translate signs, and report 
findings to principal executives; he added 
that no mysterious complicated system is 
needed to produce results, and that a simple 
budget, together with adequate accounting, 
will enable him to meet his responsibilities. 
. ... Honorable Robert E. Healy, of Se- 
curities and Exchange Commission, addressed 
the American Accounting Association at At- 
lantic City, and recalled the disappointments 
experienced by the Securities and Exchange 
Commission in its search for well-established 
accounting standards over a period of nearly 
six years. There was much discussion as to 
what an accountant’s certificate should con- 
tain, also concerning the certifying auditor's 
independence, or lack of it. The most serious 
differences of opinion that have occurred 
among the commissioners themselves have 
centered about accounting problems. It was 
made public that the staff of the Securities 
and Exchange Commission has been for some 
time studying a proposal to issue rulings 
dealing with accounting and appraisals 
which would include a few standards and 
principles. 

1939: John C. Naylor, of Pet Milk Com- 
pany, St. Louis, in an address to controllers 
in that city, entitled “Streamlining the Finan- 
cial Statement,” made the point that financial 
statements must vary in form to serve spe- 
cific purposes, and that accounting practices 
must keep abreast of changing economics, 
legal concepts, and governmental require- 
It was announced that twenty 
more states have begun payment of unem- 
ployment benefits, bringing the program of 
unemployment compensation, established by 
the Social Security Act, into full operation in 
all but two states. Those two states will be- 
gin to pay benefits in July, 1939, making the 
system effective throughout the nation. 
.... E. Stewart Freeman, of the Dennison 
Manufacturing Company, in an address before 


the Boston controllers, points out that cost 
analysis is a science, but that pricing may be 
classed as an art..... Major J. Calvin 
Shumberger, former president of the Control- 
lers Institute, addresses American Accounting 
Association on “Training for Controller. 
ship’; a definite program is laid down, 
.... Two additional accounting opinions 
issued by Securities and Exchange Commis. 
sion, one dealing with “balance sheet presen. 
tation of preferred or other senior classes of 
capital’ stock having preferences on involun. 
tary liquidation in excess of the par or stated 
value’; the second dealing with “the proper 
treatment of unamortized bond discount and 
expense applicable to bonds which prior to 
maturity have been retired out of the pro 
ceeds of a sale of capital.” ... . Protests 
are registered by controllers with Securities 
and Exchange Commission concerning extent 
of information required in new proxy forms; 
facts required described as repetitious and 
confusing, and task of preparation takes on 
large proportions; objections to new forms 
summarized; companies planning to do their 
best to comply, regardless of increased cost; 
results of study of newly promulgated regu. 
lations and of views and comments of corpo- 
rate officers made by Controllers Institute 
are reported..... Roscoe Seybold, of 
Westinghouse Electric and Manufacturing 
Corporation, and president of the Controllers 
Institute, presents article in “The Accounting 
Forum” on the “Opportunities for Account. 
ing-Trained Young Men.” 

1940: Nineteen thirty-nine appraised as 
year in which there was a decided forward 
movement in controllership and a keener 
appreciation by controllers themselves of 
what their calling means to business and to 
the American economy. This development 
stemmed from a spectacular business failure, 
which resulted in the turning of the spot- 
light on controllership. Business executives, 
bankers, and government officials learned 
what a controller can do to protect a com: 
pany’s assets if he is given a free rein and 
proper authority. Many companies examined 
their controllership setups, and strengthened 
Committee on Cooperation 
with the Treasury Department of the Con- 
trollers Institute of America, publishes a re 
port which it recently submitted to the 
Treasury Department containing a carefully 
compiled list of suggestions for amendment 
of the Federal Revenue Act. Special empha 
sis was being placed in the Institute’s recom- 
mendations to the effect that the privilege of 
making consolidated returns of income 
should be restored. Thomas Tarleau, legisla 
tive counsel of the Treasury Department, 
asked for a memorandum citing examples 
of governmental and business requirements 
which make the maintenance of subsidiary 
companies necessary. A special memorandum 
on that subject was made public....-: 
Wesley Cunningham, controller of Gener 
Petroleum Corporation of Los Angeles, in 4 
paper prepared for presentation at a meeting 
of controllers in Los Angeles, raised the 
question whether criminal responsibilities 
should be fastened on controllers by Federal 
and state laws for proper performance 0 
their duties, which presumably would be de 
fined and would be followed by the confer- 
ring of authority also defined, upon control 
FekS) 3025555 A system of manufacturing & 
pense control used by Veeder-Root, Inc., 
described by Charles F. Pendlebury, control: 
F. Richmond Fletcher, of McKit- 
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ROFITS are made of many things. Sound selling policy 

is one. Efficiency of manufacturing is another. Service to 
customers is important, too. 

One of the most important of the many things which 
profits are made of is the factor which many businessmen often 
overlook. That is the efficiency of bookkeeping methods. 

A smoothly functioning accounting department and sat- 
isfactory profits go hand-in-hand. That’s why it pays to have 
a thorough check made of your methods of handling money 
and records. In this way you can be sure of full operational 
efficiency and lowest possible overhead. 

Whatever the size or nature of your business . . . from a 
small dry goods store to a large steel plant . . . there is a 


The Controller, January, 1946 





National system that can save you time and money in all 
your business accounting. This includes payroll, accounts 
receivable, and distribution of sales and costs. 


Get the facts . . . No obligation 

Upon request, a National representative will be glad to dis- 
cuss your system of handling money and keeping records. 

Following this discussion he will make definite recom- 
mendations. Have your own accounting department com- 
pare the National system with the one you are now using. 
Make the decision solely on the facts revealed. The National 
Cash Register Company, Dayton 9, Ohio. Offices in 
principal cities. 
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sey & Company, addresses controllers in Bos- 
ton on “Where I Look for Weaknesses in a 
Business.” . . . . Louis M. Nichols, of Gen- 
eral Electric Supply Corporation, presents a 
digest of facts concerning profit sharing 
plans, as elicted by a Subcommittee of the 
Committee on Finance of the United States 
Senate; the committee was studying the pos- 
sibility of recommending tax incentives to 
stimulate adoption of profit-sharing plans. 
. . . « Monsanto Chemical Company of St. 
Louis, prepares a Progress and Procedure 
Manual, during the process of reorganizing 
its departments; the duties and responsibili- 
ties of a controller are defined... .. Pro- 
cedure followed by Westinghouse Electric 
and Manufacturing Company in making 
business forecasts is described by F. D. New- 
bury, economist of the company. 

1941: Controllers were busy analyzing the 
difficulties of carrying out government con- 
tracts and a reduction of delays caused by 
red tape; controllers studying details of pro- 
duction program, such as auditing, inspec- 
tion and the terms of contracts, in an effort 
to lessen the shock of changes necessitated 
by a shift from a peacetime to a war 
economy. .... Reports to stockholders, it 
is pointed out, are the sole responsibility of 
the corporation and should be prepared by 
the officers of the corporation; no govern- 
mental agency has been given authority to 
prescribe the form and contents of such re- 
ports; the trend toward illustration and sim- 
plification of such reports has become pro- 
nounced; it was an effort to make such 
reports more readily understandable by em- 
ployees and stockholders. .... Question 
again presents itself at this season as to 
whether the financial statements, which are a 
part of the annual reports, should bear the 
signatures of controllers, as was suggested 
eighteen months ago by the New York Stock 
Exchange. .... Verl L. Elliott presents a 
constructive article describing the effects on 
profit of changes in prices and volumes. 
. .. . The New York Stock Exchange, in a 
letter to presidents of listed corporations, 
suggests that published annual income ac- 
counts set forth separately the provision 
made for the excess profits tax and for nor- 
mal Federal income tax..... What has 
been done by the government in getting the 
defense program under way was described 
by H. F. Taggart, a consultant on cost ac- 
counting with the Price Stabilization Divi- 
sion of the National Defense Advisory Com- 
mission, in an address to the Philadelphia 
Control of the Controllers Institute of 
America; he describes just what has been 
done in field of amortization, contracts, and 
purchasing..... Donald M. Nelson, co- 
ordinator of Defense Purchases, reports that 
the Defense Commission has cleared con- 
tracts totalling $6,000,000,000 .... the 
make-up of the Advisory Commission to the 
Council of National Defense, which was ap- 
pointed by President Roosevelt on May 28, 
1940, is set forth; the Commission has com- 
manded the services of a sizable group of 
public spirited individuals; controllers and 
finance officers are numbered among _ this 
BTOUp. 3)... Ellsworth C. Alvord, Wash- 
ington attorney, gives analysis of Excess 
Profits Tax Act in printed booklet of 110 
5 The Securities and Exchange 
Commission announces the adoption of four 
rules under the Investment Company Act of 
1940, and of two rules under the Securities 
Exchange Act of 1934, relating to the filing 
of annual reports with the Commission and 
the transmittal of reports to stockholders by 
investment companies registered under the 
Investment Company Act..... R. Shull, 
manager of the Division Planning Depart- 
ment of Socony-Vacuum Oil Company, Inc. 
of Detroit, presents paper on “Making Use 
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of Money Saving Ideas in Office Opera- 
tions.” .... “Voluntary Priorities | May 
Soon Become Compulsory,” John F. Chap- 
man, foreign news editor of “Business 
Week,” declares in address before Philadel- 
phia Control on “The World Crisis and 
American Business.” 

1942: Analysis of 1941 indicates that one 
of the principal developments of that period 
was the giving of greater recognition than 
ever to the fact that controllers are to a 
great extent a part of management. This is 
being recorded as a well-defined trend which 
moved forward markedly during the year. 
. .. + Controllers were responding in con- 
siderable numbers to calls from the govern- 
ment for service in Washington and else- 
where in controllership capacities..... 
Controllers were recording the fact that con- 
trols over business and its procedures have 
now been established by the government in 
many forms and in great numbers during 
the transition from a defense to a war basis. 
. . . . Committee on Technical Information 
and Research of the Controllers Institute 
presents report entitled “Obtaining Proper 
Cost Valuations of Inventories for the Bal- 
ance Sheet.” .... Mark S. Massel, cost 
consultant to the Bureau of Research and 
Statistics, Office of Production Management, 
review types and operations of defense con- 
tracts and of the forms which must be com- 
plied with, in address to Illinois Society of 
Certified Public Accountants. .... Treat- 
ment of discounts and premiums in the re- 
funding of bonds discussed by Walter A. 
Staub, partner of Lybrand, Ross Brothers 
and Montgomery, public accountants, in an 
address delivered before a meeting of con- 
trollers. .... Details of administration of 
the Fair Labor Standards Act, known as the 
Wage and Hour Law, are given by Leo H. 
McCormick, Supervising Inspector of the 
Wage and Hour Division of the United 
States Department of Labor..... Dr. 
Joseph J. Klein, C. P. A., in an address de- 
livered before the Metropolitan Controllers 
Association of New York City, urges the 
setting up of reserves rather than the use of 
“last-in, first-out” method of valuation of in- 
ventories..... The Committee on Techni- 
cal Information and Research of the Con- 
trollers Institute, presents a report on 
“Maintaining Sales Force Morale in a Sell- 
er’s Market.” . . . . Employers were inau- 
gurating wage adjustment and bonus plans 
designed to help their employees meet the 
rising costs of living. These were in the 
form of company bonuses and wage adjust- 
ments. .... A. D. Studybaker, assistant to 
the president of the American Retail Federa- 
tion, comments on “Federal-State Relations 
in Social Security Programs” in examining 
the arguments for proposed changes in the 
social security programs. ; 

1943: A survey was being made by the 
Controllers Institute of America to learn 
how many companies would wish to have 
extensions of time in which to file income 
and excess profits tax returns, upon agree- 
ment to supply on March 15, in filing their 
tentative returns, certain information which 
the Treasury Department specified, using es- 
timated figures. The survey was undertaken 
by the Institute at the request of the Treas- 
ury Department. The vote, when the returns 
were in, was overwhelmingly in the affirma- 
HVE. 6 vines Dr. Charles F. Roos, of the In- 
stitute of Applied Econometrics, discussed 
“Problems of Control During War Time.” 
He urged close budgeting..... “Labor 
Disputes and the War Labor Board’ was the 
subject of an article by G. Kibby Munson, 
attorney, of Washington, D. C. He set forth 
what the War Labor Board has ruled in the 
more important cases that have been before 
its 6! ese The pros and cons of “LIFO” 
were discussed by Richard S. Meriam, Ph.D., 


Professor of Business Economics at Harvard 
University. Dr. Meriam pointed out that 
“LIFO” is not an all-sufficient way of cor. 
recting a company’s accounts..... A de. 
scription of a pay-as-you-owe income tax col. 
lection plan was given by John K. Hulse, a 
certified public accountant, of Philadelphia, 
The introduction to his article stated that 
Mr. Hulse almost won approval of the tax 
collection plan by the Senate Finance Com. 
mittee. 5°.) 550 An opinion in its accounting 
series was made public by the Securities and 
Exchange Commission, which made clear the 
disclosure to be made in financial statements 
with respect to reserves established to pro. 
vide for possible losses and other contingen. 
cies arising out of existing war conditions, 
.... Am article was published showing 
how companies are interpreting the Victory 
Tax to employees and showing samples of 
forms which may be used for that purpose, 
. ... Raymond, E. Brennan, then of the 
Portland (Oregon) General Electric Com. 
pany, contributed an article on the effect of 
straight-line and sinking-fund depreciation 
applications on electric rate base deprecia- 
tof. 578 Controllers were criticizing “in- 
excusable manner in which the Treasury De. 
partment handled the issuance of instruc. 
tions regarding Victory Tax deductions on 
1942 income paid in 1943.” Changes in the 
rulings were made at the last minute, on De. 
cember 31. The final decision was that the 
tax would apply only to amounts paid in 
1943 covering pay periods ending in 1943. 
. . . . The Office of War Information recog. 
nized the importance of the campaign to cut 
off some of the useless questionnaires directed 
to business concerns by governmental agen- 
cies. It issued a statement saying that addi 
tional controls by the Bureau of the Budget 
on requests for statistical data by Federal 
departments and agencies from business and 
industry will become effective January 1, 
ie eRe The forty-eight retroactive pro- 
visions of the 1942 Federal Revenue Act 
were being analyzed. 

1944: A review of: 1943 noted the fact that 
it goes into the record as controllership’s 
most difficult, and at the same time, most 
productive year. It witnessed the putting 
into effect of regulatory measures which had 
a heavy impact on business procedures, and 
of new forms of calculating and collecting 
PORES 5 sia Governmental agencies already 
were studying the problem of devising 2 
formula for handling the termination of war 
contracts on a basis which would be fair to 
both contractors and to the government, and 
for the making of prompt settlements. These 
problems revolved principally around ac 
counting concepts..... John G. Powers, 
of a New York law firm, describes the de- 
tails of the application of the Wage and Sal- 
ary Stabilization Law, particularly stabiliza- 
ROB. 5 5 'ocs Companies were studying theif 
existing and proposed pension plans with 
view to determining whether they will 
qualify under the Internal Revenue Code and 
the Wage and Salary Stabilization Law. 
.... Myron K. Ellison, attorney, of Kansas 
City, contributed an article on “Wage an 
Salary Stabilization” in which he gave the 
best means of gaining approval of adjust 


ments. ...4 5 Discussions of postwar prob- 
lems were being conducted throughout the 
COURLEY. cai 6 Robert S. Binkerd, consult: 


ing editor of Prentice-Hall, Inc., discusses 4 
series of pointed questions in conjunction 
with preparations for the postwar period 
....H. T. McAnly, a resident partner of 
Ernst & Ernst, public accountants in 

cago, contributes an article on “Cost Ac 
counting as Applied to Contract Termini 
tion.” . . . . The special Committee on Tet 
mination Audit Procedures of the Control 


(Please turn to page 64) 
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““EYE-EASE”’ 
BOUND BOOK ITEMS 


End-Bound Account Books 
End-Bound Columnar Books 
Figuring Books 

Payroll Books 

Simplex Business Records 
Special Purpose Books 


““EYE-EASE”’ 
LOOSE LEAF ITEMS 
Accounting Forms— 
7141 Series 
Analysis Pads and 
Work Sheets 
Columnar Forms 
Commercial Forms 
Ledger Sheets 
Metal-Holed Sheets 
Ring Book Sheets 
Vertical Visible Forms 
Visible Binder Sheets 


_ work under artificial light . . . eyes begin to tire, strain - 
and fatigue soon follow. Accuracy suffers, work slows _ 


and restful brown and green ruling, minimizes th 
of eyestrain. It reduces glare and reflection . ; > 
_ for better working efficiency at any time under any 
» kind of light. Work speeds up . . . workers stay longe 
at their best. . 


(0 SAVE WINTER ee | 


With less daylight... and tengthened hours of 

















Up, costly errors begin fo creep in. 


, _ “Eye-Ease” Paper, with its correct green~ } 
















ASK YOUR STATIONER 
and write us for a copy of our booklet E-10, 
_ "Reduce Eye Fatigue” 






NATIONAL BLANK BOOK COMPANY 


HOLYOKE, 


oa ie eC 


MASSACHUSETTS 


BOSTON SAN 
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Was It Worth $4? 


Time to Take Inventory! What did your $4 
subscription to THE CONTROLLER bring you in 1945?" 


JANUARY 1945 


“Readjustment Problems of Business in The Postwar Period,” 
by Edward E. Lewis. 

“Organization for Corporate Control,” by J. W. Jolders. 

“Production and Manufacturing Control,” by W. E. Crotsley. 

“Compliance with Wage Stabilization,” by Robert Littler. 

“Decisions and Regulations of Wage and Salary Stabilization,” 
by Willis L. Russell. 

“Financing for Postwar Expansion,” by Walter E. Hoadley, Jr. 

“Should Excess Profits Tax be Deferred?” by Joseph A. Ma- 
loney and William B. Wood. 

“Accounting Treatment Applicable to Refunding Operations,” 
by R. E. Brennan. 


FEBRUARY 1945 


“As gna Sees Our Postwar Labor Problems,” by C. S. 
Ching. 

“Labor's Viewpoint on Our Postwar Labor Problems,” dy 
Robert J. Watt. 

“The ‘Why’ of Job Evaluation,” by Samuel L. H. Burk. 

“A Program for Processing Terminations," by N. W. Kurz. 

“Purposes and Advantages of Sound Organization Structure,” 
by E. B. Oyaas. 

“Inventory Controls in Anticipation of Postwar Conditions,” 
by Maurice E. Peloubet. 

“Pennsylvania’s Merit Rating Experience in 1944,” by Thomas 
J. Donaghy. 

“Merit Rating: ‘The Other Side,” by R. E. Frederickson. 


MARCH 1945 


“Employment of Veterans: An Analysis of ‘the Problem,” by 
Brigadier General Frank T. Hines. 

“Control of Profits in the Period Immediately Following VE- 
Day,” by Willard P. Dudley. 

sare enc eee: in the Field of Accounting,” by Gay Car- 
roll. 

“Increasing the Controller's Usefulness to Top Management,” 
by Marvin Bower. 

“Annual Reports to Stockholders,” by Robert S. Warner. 

“Necessity for Changes in Accounting Practices Due to Changes 

in General Conditions,” by H. M. Iverson. 

“Variations in Unemployment Insurance Contribution Rates,” 
by Milton O. Loysen. 


APRIL 1945 


“Taxes and Unemployment,” by Honorable Frank Carlson. 

“Internal Auditing: The Viewpoint of the Public Accountant,” 
by W. A. Sunstrum. 

“Are Financial Resources Adequate for Postwar World Trade?” 
by Emil Leuenberger. 

“Government Creditors Asked to Certify Original Invoice 
Only,” by E. W. Bell. 

“Techniques in Modern Managerial Control,” by Edward J. 


Gessner. 
MAY 1945 


“Controllership’s Contribution to the War,” by Ralph V. Hunt. 

“How and When to Use a Reserve for Wartime Contingencies,” 
a Correspondence. 

“Latest Developments in Wage Stabilization,” by Theodore W. 
Kheel. 

“The Contractor’s Organization for Terminations,” by Wilfred 
Reetz. 

“Work of the Advisory Committee on Government Question- 
naires Gains Further Commendations,” by Paul Haase. 


JUNE 1945 


“The Changing Character of Bank Loans,” by P. F. Gray. 

“Relations Between Controllers and Independent Public Ac- 
countants,” by J. R. Jordan. 

“Stockholder Surveys Provide Guide-Posts for Management,” 
by Paul Haase. 


*For 1946, “The Controller” Pledges an Equally Pertinent Editorial Schedule 


“Simplifications in Cost Accounting Procedure,” by Harry B. 


Gutman. 
“Settlement of Terminated Contracts,” by Captain Charles J. 
Gaa and Captain Gerald Maxfield. 


JULY 1945 
“Outlay and Income,” by Lloyd Gibson. 
“Questions and Answers on Wage Stabilization,” by Hubert 
F. Teitman and Dr. Thomas Norton. 
‘‘Re-employment of Veterans,” by Major Edward A. Sherman. 
“Tax Law Revisions Urged.” 
“T.D. 5405 Reconsideration Requested.” 


AUGUST 1945 
“War Department Pricing Policy,” by Harry E. Howell. 
“Industry's Viewpoint of Renegotiation for 1944,” by H. T. 
McAnly. 
“Recent High-Lights in Tax Cases," by Claude W. Dudley. 
‘New Era in Stockholder Relations,” by Weston Smith. 
“We Must Chart the Road Ahead in Controllership,” by Ed- 
win W. Burbott. 


SEPTEMBER 1945 


“Section 722: Recent Developments,” by J. Paul Grogan. 

“Government Regulation of Business in the Postwar Era,” by 
Leo Barnes, 

“The pg of State Centralization of Powers,’ by A. S. Pou- 
chot. 

“Salary Job Evaluation and Administration,” by A. W. Dold. 

“What the President Expects of the Controller,” by A. G. Neal. 

“The Postwar Petroleum Industry,” by Dr. C. L. Burrill. 

“Blunders of Modern Business,” by Joseph J. Myler. 

“The Controllership Foundation: Its Aspirations and Policies,” 
by Daniel J. Hennessy. 

OCTOBER 1945 

“Financial Controls and. Their Significance to Management,” 
by G. C. Ellis. 

““Warehousing’s Role in Postwar Inventory Financing,” by 
Robert L. Gordon. 

“Is Office Evaluation the Answer to Salary Stabilization?” by 
R. C. Trundle. 

“Internal Reports to Management,” by Mark D. Littler. 

‘*13-Period Accounting in the Newspaper Industry,” by W. R. 
Hays. 

“Postwar Employment Plan,” by Lester M. La Porte. 

“A Managing Executive’s Concept of Controllership,” by R. J. 


Goldie. 

NOVEMBER 1945 
“Something New in Annual Reports,” by William J. Barrett. 
“Good Old Overhead!” by W. I. McNeill. 
“Pension Plan Fundamentals,” by Joseph E. Bright. 
“Postwar Plans for War Veterans,’ by Lawrence A. Appley. 
“Business and Government Planning,” by Robert E. Minckler. 
“Immediate Reconversion Problems of Controllers.” 


DECEMBER 1945 
“Funded Debt and Equity Financing,” by R. W. Baird. 
“Labor - Personnel Problems during Reconversion,” by O. C. 
Cool, 
“Control in Returning to a Competitive Market,” a Symposium. 
“How Multiple Management Improves Morale, Methods and 
Profits,” by Thomas R. Reid. 
“Planning for Organization,” by Winthrop Dwelle. 
“Rehabilitating Internal Controls,” by Donald P. Perry. 
“Business Outlook for 1946,” by Arthur R. Upgren. 


EVERY MONTH 


“Scanning the Controllership Scene.” 
Reviews of Recent Business Publications. 
Brief Items of Interest to Controllers. 
Editorial Comment. 

Institute Activities. 

Personal Notes About Controllers. 
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Two Books 
You Need 























For Planning Employer-Employee Protection 


These books outline quickly, briefly the completely integrated plans made 
possible through this one institution. They explain the Continental fea- 
tures and advantages not common to all life insurance companies and 
superior to most privately administered profit-sharing and pension plans. 
They summarize the wide range of services under a single roof—Group 
Life, Accidental Death, Dismemberment, Group Accident-Sickness-Hos- 
pital-Surgical, Dependent’s Hospital-Surgical, Wholesale Insurance, Pen- 
sions, Trusts. Before you go further with your plans, write for your copies 
of these helpful, valuable books. There is no cost or obligation. Write— 
Continental Assurance Co., 310 S. Michigan Ave., Chicago. 
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NEW MEMBERS ELECTED 








At a meeting of the National Board of Di- 
rectors held December 14, 1945, the applicants 
named below were elected to active member- 
ship in The Institute: 


Woopson W. BALDWIN 
The Silex Company, Hartford, Connecticut 
Nosle E. Boyce 
Safeway Stores, Inc., Seattle, Washington 
Frep L. DREWE 
Northern Illinois Corporation, DeKalb, Il- 
linois 
WILLIAM H. HERRON 
Budd Wheel Company, Detroit 
JOHN McCusKER 
Tubize Rayon Corporation, New York City 


STUART W. McLAUGHLIN 
West Virginia Pulp and Paper Company, 
New York City 
WituiamM D. NEWHORT 
Menasco Manufacturing Company, Burbank, 
California 
JosEPH M. O'CONNELL 
Weekly Publications, Inc., New York City 
JAMES GERALD POWER 
Frost Brothers, San Antonio, Texas 
JAMES A. RYAN 
Wesson Oil & Snowdrift Company, Inc., 
New Orleans, Louisiana 
Jos SAMUEL 
The New Orleans Roosevelt Corporation, 
New Orleans, Louisiana 








CONTROLLERSHIP 
(Continued from page 60) 











lers Instityte of America recommended to 
Congress creation of a government board to 
be known as the Contract Settlement Board, 
as an aid in solving the problems posed by a 
contention by the Comptroller General of 
the United States that procurement agencies 
should not be permitted to make final settle- 
ments of terminated contracts without audit 
and approval by the general accounting of- 
fice: i 2%. The Controllers Institute’s Com- 
mittee on Federal Taxation presented a spe- 
cial memorandum to Congress concerning 
suggested amendments to the Internal Rev- 
enue Code. 

1945: It was. predicted that problems of 
war contract terminations and settlements 
would present the most important tasks for 
controllers in 1945. New Federal revenue 
legislation was forecast..... Edward E. 
Lewis, a member of the executive staff and 
Director of Accountants and Finance of the 
RCA-Victor Division of Radio Corporation 
of America, predicted for 1945 ‘neither de- 
pression nor boom” in an article in which 
he discussed readjustment problems of busi- 
ness in the immediate postwar period..... 
“Compliance with Wage Stabilization’’ was 
discussed by Robert Littler, attorney of San 
Francisco, who before and during the forma- 
tive period of wage stabilization, served 
with the War Labor Board as a public repre- 
sentative on various important assignments. 
.... Decisions and regulations covering 
wage and salary stabilization were discussed 
by Willis S. Russell, tax accountant of the 
National Cash Register Company, of Dayton. 

Walter E. Hoadley, Jr., industrial 
economist of the Federal Reserve Bank of 
Chicago, discussed ‘Financing for Postwar 
Expansion” in an address to controllers in 


Indianapolis. ... . Controllers were giving 
a cordial welcome to the recently formed 
Controllership Foundation, Inc..... J 


o- 
seph A. Maloney and William B. Wood, 
members of the accounting firm of Barrow, 
Wade and Guthrie, contributed an article on 
the angles which should be considered in 
connection with applications for relief from 





TIMELY FIGURES! 


Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. Dependable results. 

ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, Ill. 








Election of the 11 new 
members named above 
brings the membership 
of The Institute to 





2,733 








excess profits taxes. They emphasize points 
which deserve wide-spread consideration. 
.... R. E. Brennan, assistant to the presi- 
dent of the Pacific-Atlantic Steamship Com- 
pany, of Vancouver, Washington, contrib- 
uted a memorandum as an expression of op- 
position to the Federal Power Commission's 
proposal to revise balance sheet instruction 
6-E of that Commission's uniform system of 
accounts. His memorandum was entitled 
“Accounting Treatment Applicable to Re- 
funding Operations.” 


API Meeting in Chicago 


The twenty-fifth annual meeting of the 
American Petroleum Institute was scheduled 
at the Stevens Hotel, Chicago, from November 
12 through November 15, 1945. 








WAR CONTRACTORS 


Renegotiation & Terminations 


By Competent Business Consultants—Experi- 
enced in Renegotiation and Termination Pro- 
ceedings While in Government Service. 

FAIR, FAST AND FINAL SETTLEMENTS 
This Will Relieve You of All Burden of Prep- 
aration Necessary for Satisfactory Conclusion. 

H. M. VANDERVOORT 
ASSOCIATES 


Raymond Commerce Building, Newark 2, N. J. 
| Phone Market 2-0656 





Out-of-Town Inquiries Invited 














H. CHARLES KWASHA 
Consulting Actuary 
Employee “Pension “Plans 

50 Broad St. New York 4,N. Y. 








Factory Clinic Detects Cancer 


The world’s first industrial cancer detection 
clinic-is now functioning as a project of Avon. 
dale Mills, Sylacauga, Alabama. 

With women workers and kin if mill work. 
ers voluntarily coming for examination at six. 
month intervals, it is believed case histories 
of early discovery and treatment will provide 
vitally needed scientific information. 

Already the clinic is credited with saving 
several lives—which has satisfied Hugh Comer, 
executive vice-president of Avondale Mills 
and chief financial supporter of the clinic, that 
his investment is profitable. 

This industrial concern already had an out. 
standing health program which gave workers’ 
families complete medical treatment for 4 
nominal cost, when the American Cancer So. 
ciety sought a large group willing to submit 
to regular and thorough testing. 

Mr. Comer offered the facilities of his mill 
and its hospital. 4 


The Taxpayer Speaks 


Taxpayer associations are the watch dogs 
over state and local spending. They en. 
courage the active participation of the aver. 
age man in his government and thus pre. 
serve the free functioning of our democracy, 
By substituting fact-finding for fault-finding 
they have enlisted the cooperation of public 
officials in restoring a measure of integrity, 
efficiency, and sanity in state and local gov- 
ernment. As a result, hundreds of millions of 
dollars have already been saved. For the first 
time in more than a decade an articulate 
American public is demanding an honest ef- 
fort to bring about economy in federal ex. 
penditures. 

The taxpayer association holds out the 
hope that free Americans can find in the 
traditions of the past the inspiration for 
dealing effectively with the problems of the 
future. 

—Tax Foundation 


Federal Taxes on Lubricants 


Total domestic consumption of lubricants in 
1943 approximated 1,374,700,000 gallons, com- 
pared with 1,268,100,000 gallons in the pre 
ceding year—an increase of 8.4 per cent. Al- 
though the indicated amount of lubricants used 
for automotive purposes in 1943 showed 4 
further decline of about 40,000,000 gallons 
from the 1942 level, this was more than offset 
by an increase of approximately 147,000,000 
gallons in industrial consumption. 

Federal tax collections on lubricants in 1943 
ran almost 20 per cent. above the previous 
year’s level. The increase, however, was due 
entirely to the fact that the tax rate on lubri- 
cants was increased from 4.5 cents to 6 cents 
per gallon late in 1942. Actually, there was an 
indicated decline of 7.9 per cent. in the num- 
ber of taxable gallons of lubricants consumed 
in 1943, because of the greater proportion sold 
tax-free to the government. 


—"Tax Economics Bulletin.” 


Trade-in policies for specific office machines, 
according to a recent survey, are: typewriters, 
5-10 years; calculators and adding machines, 
10 years; bookkeeping machines 7-10. years; 
dictating equipment 10-15 years. 


APPRAISALS 


Made by qualified experts in all lines 
STANDARD APPRAISAL COMPANY 
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